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ABSTPAC? 

The manual provides inforsation and guidelines 
necessary to develop a knowledge and understanding of industry based 
on the belief this can best be done by studying industry. Intended 
for use at the junior high school level, the aanual .is divided into 
tuo sections. The first contains inforsation designed to give Insight 
into industry and the free enterprise systea in which it operates. It 
discusses capital; organization; marketing research; engineering; the 
roles of departments of personnel, purchasing, and public relations; 
production and its planning; distribution; advertising and sales; and 
terminating a corporation. Each division includes a list of terms the 
student should know and suggestions for discussion and research 
topics. The second section is an instruction unit to be used as a 
<juid** in setting up and operating a small student industry. The 
section divisions parallel those of the first section. The two 
sections are aeant to be used simultaneously with the aim of creating 
an interesting blond of classwork and laboratory activities. 
(Au*hor/AG) 
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FOREWORD 



Our basic needs — food, clothing, and shelter — as well as other items that 
contribute to the abundant life ^lere in the United States are the produfcts "of our 
industrial society An awareness of the importance ot industry in our society, as well 
as a fundamental understanding of industrial processes, should be taught to students 
enrolled m our schools. 

For years Industrial Arts teachers have tjeen charged with the responsibii;*y of 
interpreting industry to the students enrolled in their course I'.iis publication is a 
welcomed addition to our teaching material It provides info. • , i on for pursuing a 
study of industry, as well as instructions for youngsters as they ac .;ely engage in their 
own stiident-operated industry The emphasis is on learning by jing — a tradition 
witn Industrial Arts. 

r, 

tt IS hoped that all Industrial Arts teachers, particularly at the junior high level, will 
seriously consider tnrludmg this study of industry in their program. 



Larry Godfrey 
State Supervisor 
Industrial Arts Education 
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INSTRUaiONS TO THE TEACHER-ADVISOR 



For decades tt has been claimed that 
one of the values dehyed from a course in 
Industrial Arts should be a Knowledge and 
understanding of industry. Some teachers, 
through the introduction of innovative 
ideas m their courses, are experiencing 
success in meeting this objective. Unfortu- 
nately, however, their numbers aie few. In 
far too many cases, with thej exception of 
exposure to a few tools and machines 
Similar to those used in industry, very little 
about industry itself has been taught to 
students enrolled m sujch courses. 
Attention seems to be focus^ on the use 
and care of hand tools and making 
individual projects. Little, if any. reference 
is made concerning how industry would go 
about designing, setting up. 
manufacturing, and distributing similar 
protects. 

The purpose of this manual is to 
provide information and guidelines neces- 
sary to develop a knowledge and under- 
standing of Industry It is based on the 
belief that this can be done best by study- 
ing industry — not care and use of hand 
tools or making individual projects. It is 
intended tor use! at the junior high level 

The manual contains two sections. 
The first section contains information 
designed to give insight into industry and 
the free enterprise system in which it 
operates. The second section is an 
instruction unit to be used as a guide in 
setting up and operating a small student 
industry. Hopefully, the two sections will 
be used simultaneously rather than as 
separate, independent units. The aim 
should be to create an interesting blend of 
ciasswork and laboratory activities. As a 

10 



, suggestion for conducting the course. 
Tuesdays and Thursdays might be 
devoted, to classroom work, studying 
about industry, and using the information 
section of the manual. The other three 
periods during the week could be devoted 
to laboratory activities with the students 
actually operating their own industry 
using the second section of the manual as 
a guide. Although it could be used as such, 
the manual is not intended for a course 
spanning* a full school year. It is 
intended for the teacher wishing to give his 
students the opportunity to t>ecome 
involved in a business and to experience 
what that involvement means in terms of 
responsibility, cooperation, decision- 
making, work, excitement, joys, and 
perhaps sorrows. If a semester, or only six 
weeks, can be devoted to such an 
undertaking, it can, for some students, be 
the only time during their lifetime that they 
will be able to "live" this experience. 

As the teacher, you now have a dual 
role. During the classroom study portion of 
the course, your role is the usual teacher 
function, that of directing the students' 
efforts as they study about industry. 
Reading assignments, research, reports, 
lectures, class discussions, and field trips 
should be incorporated in this learning 
experience. There is a wealth of resource 
peopi^ within the community who can be 
called upon to provide authorization and 
additional insight into the different phases 
of industry as they are being studied. Make 
use of such resource personnel. 

It is during the time that the students 
are operating their small industry that you 
will find yourself faced with a new role, that 



of teacher-advisor. Hopefulty, you will let 
the students organize and manage thetr 
own industry. They will provide the leader- 
ship, make the decisions, do the work, and 
share the rewards of their efforts. You 
should stay in the background, being 
ready to give advice and suggestions if 
requested, as a consultant During the first 
few days you will have to orient your stu- 
dents about this learning approach ot 
studying industry Your oh|ective should 
be to help your students organize their in- 
dustry and elect officers as quickly as pos- 
sible Then let the stiidents have a free 
hand 

The topic of evaluation is usually 
reserved for the last few pages of a text or 
manual and generally is concerned with 
measuring achievement or the effect 
some completed endeavor has had on the 
students. In most cases evaluation pf this 
type, coming after the experience is over, 
is done in an attempt to justify a program or 
as a basis for determining grades for 
reporting student progress. Certainly 
•evaluation for these purposes has its place, 
and you should begin planning an 
evaluation program as your class begins 
its study of industry. Always keep in mind 
the objectives of this student endeavor, as 
the evaluation should serve as a 
measurement of how weft the objectives 
are fc>eing met. Knowledge learned tn the 
classroom can easily t>e evaluated through' 
standard testing procedures. The skills, 
knowledge, and attitudes developed 
during the laboratory activities might best 
be evaluated by both objective testing and 
direct observation by the teacher-advisor. 
The students should, of course, be 
informed during the orientation of how 
their performances will be evaluated. But 
hopefully, however, you will consider the 
process of evaluation in a much broader 
sense Evaluation can be used to the 
benefit of your students now — not after 
the program has been completed. It is for 
this reason that this topic is presented here 
rather than at the end of the manual 



Evaluation can be an essential part of 
any learning situation. Stopping for a 
minute to take stock of what has just been 
done, correctly or incorrectly, can be h 
meaningful expenence for your students. 
As the teacher-advisor, you should 
attempt to instill within all of your students 
an "evaluation consciousness" as they 
undertake their work. Whether a task is 
being done by the entire class, a group, or 
a single student, evaluation should be 
made a part of that task: and it should take 
place while the task is being done — not at 
the end of the semester 

What IS evaluation consciousness? it 
is pausing immediately after 
accomplishing a task and thinking about 
what has been done for the purpose of 
self-improvement. Was the task properly 
planned? Were all possibilities considered 
before undertaking the task? Was it done 
in the most economica' mannor*? Did 
problems arise which had not been antici- 
pated'' If the tasks were repeated, what 
changes would be made'' Thesp art? the 
Kinds of probing questions which should 
bo asked and answered each time h task is 
done This process of evaluation should 
become an automatic response. When this 
happens, 'earning takes place whether \ho 
task was performed correctly or 
incorrectly Much can be learned from 
mistakes, providing the actions are 
analyzed and corrective measures thought 
out. None would disagree that the 
development of this trait is within the 
stated objective of the school — preparing 
youth for the future. 

Helping students to develop this trait 
IS not accompli'-hed by means of formal 
testing every time some task has been 
completed. It is brought about only hy the 
leacher-advisor taking a sincere interest in 
the work being done by the class. As small 
tasks are neanng completion, the 
teacher-advisor should be ready to discuss 
the outcome with the student or students 
involved. True, it is extra effort at first; but if 
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started correctly, the entire class will socM> — ... 
pick up the idea and ;nake it a part of their 
work procedure When this happens, 
learning is, taking place 

This student industry concept may be 
approached as either a manufacturing or a 
service-tvpe industry As the 
teachei -advisor, you should select the one 
I which will provide the best opportunity for 
' oblatning the stated objectives of the 
course This decision must be reached 
prior to giving your class an orientation jo 
\he enterprise endeavor. 

/ , Although Part Two of the manual was 
written primarily. as a guide for students 
establishing a manufacturing industry, the 
majority of the information applies equally 
as well for those providing a service rather 
than producing a product The last chapter 
in the manual concerns the service 
industry and points out the changes 
necessary, both in organization and 
operation, if the student endeavor is of this 
type 

Pno"^ to begmntng this endeavor, find 
time to carefully explain the program to 
your school pnncipal The principal 



^ould be made aware of the objectives of 
the program, as welt as the expected out- 
c6mes for the students Involved. As it may 
become necessary to raise additional 
capital through the sale^ of stock, the 
principal must be informed because of his 
overall responsibility for the actions of ail 
students under his jurisdiction. Hopef'jUy, 
through your invitation, the principal will 
become-a frequent vistor to your feiass and 
laboratory to watch the progress of this 
student endeavor. 

A word of caution seems appi^priate. 
This activity should not t>e undertaken by 
the dogmatic teacher who is unwilling to 
let students organize, administer, discuss, 
display l£>adershtp, and run their own 
business. Nor is it for the teacher who 
' believes that students must be ted by the 
hand in every step. The role of the teacT>er 
becomes that of consultant, resource 
person,' counselor, and suggestion-giver; 
the students run iheshow. And they will do 
just that if^iven the chance. You may be 
pleasantly surprised at the interest, 
enthusiasm, hard work, and critical 
thinking your students demonstrate 
throijgh involvement in their own business 
endeavors. 
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BUSINESSES IN THE UNITED STATES 



The Free Enterprise System 

Do you know the meaning of the 
words Free Enterprise System '? You have 
heard these words many times before on 
the radio or tefevtsion, but hava you ever 
slopped to consider their meaning'' Ac- 
cording to Webster's Seventh New Col- 
legiate Ototionary. the term free enter- 
prise" means "freedom of, private busi- 
ness to organize and operate for profit in a 
competitive system without interference 
by government beyond regulation neces- 
sary to protect public interest and keep the 
national economy in balance " This means 
Simply that if you want to go into business, 
there is legally nothing to hold you back 

Not every country has a free enter- 
prise system There are countries where a 
person cannot go mto business. These 
countries have a form of government 
called communism Communism ac- 
cording to Webster's Seventh New Cot* 
legiate Dictionary is a theory advocating 
elf mmation of private properly' and a sys- 
tem m which goods are owned m common 
and are ai/ailable to all as needed ' This 
means that if you lived in n country that 
operated under this form of government, 
you could not qo into business for your- 
self because the government would own all 
of the businesses In other words it would 
be against the law to start and operate a 
nusiness in a country controlled by com- 
fTUjfMsm 

Since you live m the United States, you 
can start a business any time you want to 
About one-half million people oo just that 
every year But before you go into this 
endeavor there are a few ti ngs you had 
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better know about this thing called 
busmess. 

What Businesses Do 

In the United States there are more 
than 11 million business firms ranging in 
size from small one-man operations to 
giant corporations employing hundreds of 
thousands of workers^ Small or targe, they 
ail have one thing in common. They all 
provide goods or .services. Think about this 
for a moment. Can you think of any busi 
ness that does not do one of these two 
things? Yo*: cannot because this is what 
business is all about. Alt businesses either 
produce or make goods or products which 
are sold to the public or perhaps are sold to 




This crop duster pilot is in business for 
himself When not flying, he is busy get- 
ting new contracts with farmers in nearby 
areas 




Thousands of men afKj women work in 
this plant 



another business which in turn sells to the 
public, or they sell or provide a service of 
some type 

A good example of this cycle can be 
seen by looking at a product such as your 
family automobile. Most likely your car 
was purchased from a local automobile 
dealer \a business) who certainly did not 
make the vehicle himself. It was probably 
made by Ford. General Motors. Chrysler, 
- ^ Qf^Amencan Motors (all businesses) and 
soldto the dealer who then sold it to your 
folks. What happens when a new set of 
tires is needed for the car^ The tires are 
bought from a local tire store (a t>usmess) 
which has to purchase them from a tire 
manufacturer (another business) 




Automobiles, such as this Ford L T D , are 

made at assembly piantfi but are sold by 
local dealers 
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Many businesses do not produce pro- 
ducts or sell them. They specialize in 
providing services. Examples of such busi- 
nesses and professions include advertise- 
ment agencies, hospitals, laundries, tax 
consultants, car washers, barber shops, 
dentists, doctor's, lavvyers, and hundreds 
of others. Sometime when "you have a 
phone book in your hand, take a look at the 
yellow pages. You will be amazed by the 
number of businesses Jisted which deal 
with either goods or ^rvices." 

The Importance of Businesses in the U.S. 

Businesses are more than just a little 
bit important in our system of economics 
in the United States; they are the system. 
Our country, operating on the free enter- 
prise system, depends on businesses to 
supply ail of the material things we need 
and want. Our homes, furniture, food, 
clothing, automobiles, televisions, radios. 
tx>oks, magazines newspapers, sports 
equipment, and everything else we use 
cofTte to us from businesses. When con- 
sidering how important businesses are in 
this country, you might think for a minute 
of what would happen after you had eaten 
all of the food from the refrigerator or after 
the gas tank in your car t)ecame empty. 
Businesses are vital in our free enterprise 
system. 

Reasons for Going bito Business 

The answer to the question of why 
people go into business is quite simple. 
People go into business to make money, or 
as it is referred to in business terms, to 
make a profit. All businesses, large and 
small, operate for the purpose of making a 
profit. They have to make a profit, or thev 
will soon be out of business. Of course, 
along with the desire to make a profit are 
other motives as well. Many people who 
enter into business like the independence 
that comes with being their own boss. 
Others feel they have a real contribution to 
inaKe to the public and believe that this can 
be donn bos! by beinq in biistnGss for 
themselves. Others invent or discover new 
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products or new services whi.ch neces- 
sitate starting a new business to get that 
product or service before the public 



Let's take a close look at an example of 
one individual and see why and how he 
starts a business. Suppose we use as an 
example a 35-yeaf-old carpenter who 
. starts a contracting business. Perhaps this 
person learned carpentry by going to a 
trade school, or maybe he went through an 
apprenticeship program. After completing 
this training, he began working for a house 
building contractor as a carpenter's 
helper. Working his way up to a carpenter. 
he now has about 15 years experience 
building houses. With this much experi- 
ence he certainly knows the carpentry end 
of building a house, but he also learned a 
lot of other important things as well. He 
knows where the contractors whom he has 
worked for buy their building materials and 
which building supply business gives the 
best prices Other trades t^sides carpen- 
try are needed to build houses, such as 
plumbing, roofing, brick masonry, and 
heating and air-conditicning. He also 
knows the people in these areas because 
he has worked on many lobs with them 

One day our carpenter decides that 
instead of working for someone else as he 
has been doing for all these years, he will 
go into business for himself. He learns of 
someone who wants a house built. He 
figures how much money he can build the 
house for and bids on it s^quoting a price 
that he will build the house for), and he 
gets the job. 

He IS now in business for himself. On 
this first house he does mostof the carpen- 
try woik himself, and sub-contracts the 
plumbing, air-conditioning, etc.. to some 
of his friends. He also does all of the buying 
of building materials as well as the super- 
vising and coordinating of all the work. 
After completing this house and maybe 
one or two more, he stops doing the 
carpentry work himself and hires other 




Many pecpte start new businesses each 
year.^ 

carpenters. He now devotes all of his time 
to estimating, buying materials, and super- 
vising the work of his men. 

You may wondering what happens 
if the carpenter does not do well in the con- 
tracting business. Suppose he discovers 
that the profits he r.eceives for building a 
house are less than he used to make as a 
carpenter working for some other con- 
tractor. This discovery could and does 
happen. In this case, he goes out of busi- 
ness and goes back to doing carpentry 
work for wages. 

Remember, /about one-half million 
people each ye^r in this country start new 
businesses. Certainly a large number of 
these also go dut of business that same 
year. ^ 

Ownsrship of a Business 

When we talk about a business, the 
question of ownership quite often is asked. 
When you have a business, to whom does It 
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belong'^ The answc^r often depends on the 
type and size of the busf ness. Just about all 
of the businesses m the United States are 
organized for ownership purpose in one of 

throi* ways Lvt us look «it thrsc* thuM» typt'S 
(it ownofship. sincr tho typ<? ol 
orqani/ation drtrrmmps who owns Iho 
busmoss 



Types of business ownership: 

1. Proprietorship — owned by one 
person 

2 Partnership — owned by two or 
more people 

3 Corporation ' owned by slocks 
holders 



One of the first things that a person or 
group of people must decide upon before 
going into business is the question of 
ownership This question is very important 
when you remember that the reason for 
going into business to make a profit Not 
only does the owner have the business, he 
also gets the profits from that business. 
Now everybody knows that if you make a 
profit of S100 00. the least number of times 
you divide that money, the more you have. 
If tha business is a proprietorship, the 
ownerxkeeps the $100.00 In the partner- 
ship, assuming it is a fifty-fifty partner- 
ship, the $100 00 turns out to be S50 00 for 
each partner. And if the business is a 
corporation, the profit is divided hundreds 
or thousands of times, depending on the 
number of stockholders So why doesn t 
everybody going into a business choose to 
tiave a proprietorship? There ^re many 
reasons why they do not 



Going into business requires a certain 
amount of money, called capital, and also 
the know-how needed to do something 
Maybe the man with the know-how does 



not have the capital needed to start a busi- 
ness, so he has to find someone else, a 
partner who can provide this capital Or 
perhaps he has half of the required capital 
but still must find a partner to supply the 
other half needed to begin the business If 
the business is farming, then certainly 
land IS r>eeded to grow crops A lot of part- 
nerships in farming are carried on by one 
person who hastfie know-how but no land, 
and another with the land but without the 
knowledge or fimeto farm the land 

Other businesses may require so 
much capital to establish that one or two 
people cannot afford the operation In this 
case the corporation which has hundreds 
of stockholders may be the only solution. 
So you can see that even though the pro- 
prietorsh tp sou nds best when tal king 
about dividing the profits, it may be 
necessary to have a partnership or corpo- 
ration if you are going to make any profits ' 
at alt. 

Legal Concept off a Business 

Before starting a business, there is a 
legal concept which should be compleloly 
understood. In a proprietorship, the busi- 
ness becomes a part of the personal 
property of the individual who is the 
owner. If the -txisiness is a partnership, it 
t>ecomes the personal property of the two 
or three partners. There is no problem yet, 
but suppose something happens. Suppose 
at the end of a certain time you have not 
made enough money to make a profit, but 
you have a lot of bills to pay for materials 
purchased such as rent, utilities, labor, etc. 
What happens if you cannot pay these 
bills? Most likely you will have to sell every- 
thing you have in the business to raise 
enough money to pay the bills. But sup- 
pose that do^ not bring enough money to 
make all your payments. Your creditors 
can file claims against your personal 
property. You can end up selling your 
house, your car, and anything else you 
own trying to raise enough money to pay 
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these bills You assume a lot of liability 
when ycu own a business, in a partnership, 
this liability is shared. You divide the 
profits; but if there are no profits, you have 
someone to help snare the expenses 

Other things can also hurt in a proprie- 
torship or partnership. Suppose as a result 
of an accident on your property someone 
files a suit against the business. This can 




and quite often does cost more than the 
business is worth. There is a way to solve 
this liability problem, a way in which only 
the money that has been invested in the 
business is lost if the concern Is not 
successful, it is a legal proc^ called 
incor^ration. Through this process the 
owners only risk the money they have 
invested in the busings. Their personal 
assets are independent from the business. 
The process of incorporating a business is 
fairly standard. A charter is applied for and 
secured through the office of the Secretary 
of State. Many people hire an attorney to 



handle this legal matter for them. There is 
an expense involved in incorpora* ing. 

Summary 

Gctods and services in the United 
Stat^ are produced by private businesses 
operating in our fre^ enterprise system. 
You and i depend on these businesses to 
supply us with all the material things we 
need. 

One of '^he main reasons for people 
going into business is to maite a profit. 
Mahy of course do. but about half of the 
new businesses started fait during the first 
year. 

Practically all of the businesses in the 
United States are either proprietorships, 
partnerships, or corporations. Each has 
certain advantages and disadvantage. 
One big advantage of the corporation is 
that its owners risk only ^e money they 
have invested in the business, should it be 
unsuccessful. 

Words and Phrases You Should Know 

Free enterprise system 

Communism 

Products 

Services 

Profit 

Sub-contract 

Proprietorship 

Partnership 

Corporation 

Capital 

Incorporation 
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Discussion and Research Topics 

1 Discuss (the meaning of the free 
enterprise system 

2. What IS meant by regulation necessary 
to protect the public interesf 

3. Identify, some of the reasons for 
business failures 



4. Discuss what would happen if the 
petroleum •industry stopped completely 
the production of petroleum products. 

5. List and compare the advantages and 
disadvantages of the various types joi 
business ownership. 

6. Select three businesses in .your 
community and find out the type of 
ownership of each. 
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RAISING CAPITAL 



All businesses, iar^ or small, must 
have capital (money) in order to operate. 
Sus^esses which are m operation depend 
on mon6y received from the sales of their 
goods or services to pay for ttie expenses 
of production. For example. General 
Motors sells automobiles, and a large 
portion of the money received from the 
sale of these cars pays the expenses of 
manufacturing more automobiles. But 
what about the business thatjs just start- 
ing'' It cannot depend on sales to meet 
its initial expense because it has not pro- 
duced anything to sell What a new 
business needs is irking capital, which is 
money required to operate until it can 
depend upon sales receipts to overcome 
its expenses. Perhaps we should take a 
look at the many things in business for 
which working capital is needed 

Lot us assume that wo art? starting a 
business which will mantifacturo and sell 
furniture Certainly we need a building m 
which to manufacture this furniture. We 
can have one built, or maybe we can rent a 
building Either way. it is going to cost 
money And do not forget the mainte- 
^ nance and utilities on the building. If the 

\ furniture is to be made from wood, a lot of 

\ woodworking machines have to be bought 

and also some hand toots as well. Some 
matenals to work with such as lumber, 
glue, screws, and finishing supplies are 
also nneded We need lo hire a crew of 
workers to build the furniture, but 
the workers will spend some time getting 
the building, machines, and supplies ready 
before they ever build a piece of furniture. 
They have to be paid for this "getting ready 
to work" work. Another expense will in- 



volve advertisement to let people know 
what we are going to build and sell. We also 
need an office staff to handle the paper 
work connected with the business. We will 
have to give our competitors some 
business by buying furniture for our office 
staff. Remember, we have not produced 
anything yet. If we are going to deliver, and 
this is something everybody expects these 
days, we must buy a truck or two. Perhaps 
a lot has been overlooked in our list of 
items needed to start our business, but 
hopefully you get the idea. We just can- 
not decide to go into business one day and 
start manufacturing and selling the next 
day. it takes time and a lot of money to set 
up a business. 
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These pictures give an indication of the 
vast amount of floor space, machinery., 
and equipment required in some types of 
production 



Worfcing Capita 

As previously nientioniKl. the money 
needed to meet expenses until the receipts 
from sales overcome these expenses is 
called working capital. Many factors deter- 
mine how much working capital is needed 
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for each new business started. The size of 
the business, the type of product to be 
produced, the tini^ required to set up for 
production, tt^ time required to produce 
the product, a source of raw materials, and 
the avatiabitity of trained \rtK}rkers are a few 
of the factors that determine the amount of 
working capita! required. The fact that so 
much working capital is needed is 
obviously overlooked by many people who 
start businesses. ITiis factor accounts for a 
major portion of new business failures 
each year. Perhaps the people believe they 
can start depending on sales receipts 
sooner. Many times it takes much longer to 
begin production than originally planned. 




Equipment such as this Electron Beam 
Welding machine can cost hundreds of 
• thousands of dollars. 



Where the Money Comes From 

The sources from which a person 
starting a business can get money are con- 
trolled by the type of ownership of the 
business. In a proprietorship, the owner 
can depend only upon the money he has to 
invest in the business plus whatever 
money he can borrow. Borrowing money 
can be a problem for the single-owner 
business' because ail lending agencies 
(banks, mortgage companies, finance 



companies, etc ) are wetl aware of high risk 
inhererit in privately owned businesses. 
Because. of this fact, tending agencies 
usually Will not lend any oiore money than 
the fndividual has roHateral to back the 
loani In many cases, they will not lend any 
mon ay on the business itself, but will lend 
mpnsy to the individual owner as a 
personal loan if he puts up collateral such 
as iilnd. a house, a car. or an insurance 
pplicy This way. the lender has some- 
thing to get back m the event the business 
: fails. 
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When the business is own^ by two or 
three people, a partnership, the source of 
money is the same as that for the 
proprietorship, except that two or three 
people usually have more money to start 
with than does one person. Two or three 
people also ha\^ more collateral to put up 
against loans to increase their iK)rrowing 
power. 

It has long been re(X)gnized tfiat one of 
the disadvantages of proprietorship and 

Srtnership businesses is the limited 
rrowing ability. This disadvantage does* 
not affect many small businesses simply 
because they may not need large amounts 
of money for workmg capital. Where thc! 
working capital required to begin a busi- 
ness runs into targe figures, however, the 
limited borrowing disadvantage usually 
results in the business being established 
as a corporation. Like other forms of busi- 
ness, the corporation has certain disad- 
vantages: but limited borrowing power is 
not one of them. In fact, one of the most im- 
portant advantages of the corrx)ration 
form of business is its unlimited borrowing 
ability. 

Cofporation Sto^ 

Perhaps tf^ best method of explain- 
ing corporation stock is to examine a new 
business venture and see the important 
part it plays Let us assume that a man 
makes a new toy for his children. This toy is 
a new type of skate txjard, a tx^ard with 



three skate wheels attached to the bottom. 
iHis children love it. and so do the kids in 
the neighborhood. Many parents ask 
where the toy was bought, as they want 
one for their chikJren. Other people see or 
hear about this toy and also make in- 
quiries. Situations similar to this provide 
the idea that encourages many people to 
begin tnjsinesses. 

Our skate board inventor, realizing he 
has a good product and that there is a 
potential market, decides to t>egin a busi- 
ness fo*- manufacturing and selling this 
product. After careful study and planning, 
he estimates that the working capital 
needed to rent a large tgarage, to purchase 
machine materials, and to hfre workers and 
salesmen will anK>unt to $10,000. His big 
problem is that he doesn't have $10,000. 
After talking with bankers and other lend- 
ing agencies, he discovers they will not 
lend him the money. They claim the idea 
sounds too risky. 

Our inventor, however, does not give 
up. He applies for a charter to incorporate 
from the Secretary of State in the state in 
which he lives. When his charter is 
received, he is in business. His new busi- 
ness. Skate Board. Inc., stilt does not 
have the $10,000 needed to begin produc- 
tion, but it does have the legal right to sell 
shares of stock. Stock is ownership in the 
company. 
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DebkNng on Value 

.*${hce Skate Board, inc needs S10.000 
to begin production, it must raise this 

■ .ifTioijn! of niOfU'v Aftii.illy it iinos not 
matter if two shares of stock in the com- 
pany are sold for $5,000 each or if ten 
shares are sold for Si. 000 each The com- 
pany ends up with the required amount of 
money Rcmembennq the bank would not 
risk its mont^v on Iht? busin€.>ss. it is »is- 
sumed It will hp difficult to find a few 
people willmq to risk sovnraf thousand dol- 
lars in the business M is suqqested the 
stock priced as low as possible, since 
mofo peopfn aio willing to risk a small 
amount of money with the chance of 
makincj ,1 profit 

Our inventor decides to sell shares of 
stock m Skate Board. Inc at S20 a share. 
To raise the required Si 0.000. 500 shares 
of stock are sold (S20 x 500 Si 0.000.) 
Each pors<'n who buys a share o< the stock 
owns 1/500 of the business. Some people 
buy several shares, and so they own 1/500 
of the business for each share they buy 

Buying and Seliing Stock 

Most stories have two sides. The* 
inventor of Skate Board. Inc. sold 500 
shares of stock t)ecause he needed to raise 
SlO.OOOto begin production. The company 
got the required money, and the inventor is 
now manufacturing and selling his 
product But what di(f the people who 
bought the' stock receive for their 
investment They got a little piece of paper 
called a stock- certificate which they could 
resell for 320, or perhaps for more or less 
than S20 Here are a couple of things that 
could happen to this business 

The company could be unsuccessful. 
Production costs due to increased prices 
- of material and labor could run higher than 
originally predicted Sales may not be as 
good as was thought All of these possibi- 
lities indicate that the company may go 
bannrupt In this case. Ihe bubiness closes 



and everything the company owns, 
machines, materials, and finished 
products, are put up for sal9. With this 
money all outstanding bills are paid and 
whatever money is left goes to the stock- 
holders, it could be that each stockholder 
may get $5 or $10 or even less back for his 
original investment of $20. Situations such 
as this do hapi^n. When the company 
loses money, so do the stockholders 
because they own the company. But not ail 
businesses go bankrupt What happc^ns if 
Skate Board, inc . is successful 

The company has no delays in fitting 
into prcKluction. Because of good planning 
and management, production costs and 
schedules are just what they were pre- 
dicted. Sales, expected to be somewhat 
slow at first, are just the of^site, exceed- 
ing ail exp^tations. At the end of one year. : 
the company makes a profit of $3,000. The j 
board of directors (elected by the stock- 
holders) decides to use $2.0(X}of this profit 
to buy some additional machines which 
wilt allow for increased production. The 
board also decides to use the remaining 
S 1 .(XX) of the profits to declare dividends to 
the stockholders. This means for each 
share of stock a person has bought, he will 
receive a dividend check irl'the amount of 
$2. This amounts to a 10^ profit for the 
year on the $20 investment. How does this 
10% return com^re with interest rates 
paid by t>anks or other saving programs? A 
person can expect bet%^n 4 and 5% 
interest on savings accounts. So the siock- 
hoiders of ^ate Board. Inc. earn twice as 
much as they could have, had they put 
their $20 in a savings account: but they 
took a risk. Suppose the company had 
gone bankrupt, as was stated in the first ex- 
ample. No risk is involved m the bank sav- 
ings because the money is insured. 

The 10% return in tfte form of a divi- 
dend is not all that the stockholders gam 
Remember, each share of stock was val- 
ued at S20 Five hundred shares wk^re sold, 
so thp company was worth $10,000 But 



16 



nowv the company is vvorth $12 000 
$10,000 plus S2.000 from profits going 
back into the company fof exprtusion 
Smco the numbof of sh,ifps of stock is still 
5(M3. ttiis means tfiat eacti stiare is now 
wortfi S24 So m addition to the S2 divi- 
dend each stockholder received, his share 
increases in value by S4 Of course, the 
only way to get this S4 gam now is to sell 
the share of stock But why sell'? Maybe, 
the company will do as well next year and 
the stock will increase in value again 

From this example, it should be clear 
^ why stocks are bought and sold. To the 
company it is a method of getting the 
money they need For the individual who 
buys stock, it is a method of making 
money. It is true that some risk is involved, 
but along with this risk is the chance to 
receive a higher return than can t>e gotten 
in a no-nsk investment such as a saving^ 
account at a bank. 

Sufumary 

1(1 our system of free enterprise, busi- 
nesses organize and operate for a profit 
Businesses produce all of the material 
gTOds and services used by the American 
people. About one-half million new busi- 
nesses are started each year in the United 
Stat^. Most busmefis^ are organized as 
proprietorship!, partnerships or corpo- 
rations. Although corporations repre^nt 
only about 10% of all businesses, tfiey 
produce more than 75% of all manu- 
factured goods made There are ad- 
vantages and disadvantages to each type 
of business organization The best ad- 
vantages of the corporation are limited 
liability and unlimited borrowing power 

Businesses which are just starting 
need working capital until they can de- 
pend upon the money received from sales 
to meet their expenses In the corpora- 
tion this money is raised through the sale 
of stock Stock represents ownership in 
the corporation 



Worcte ami Pfirases You Should Know 

Capital 

Working capital 
Lending agencies 
Cotiaterai 

Limited borrowing ability 
Unlimited borrowing ability 
Potential market 
Corporation Stock 
Bankrupt 

Discussion and Rosearch Topics 

1 . List and discuss as mahy items as you 
can -for which you would need capital if 
starting a business. 

. ♦ 

2. Wfrat sources are available to people 
whd need money? 

• 

.3 What interest rates are paid on savings 
accounts in your community? By whom 
are the accounts insured? 

4 What are some of the occupations 
which are concerned with capital 
(money)'' 
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ORGANIZING THE BUSINESS 



Importance of Organization 

Evf»ry endeavor needs some organi- 
zation it does not matter if we are talking 
about a business, a football game, or even 
a family picnic: organization l^-needed if 
things are to run smoothly. 

Suppose your family decides to go on 
a picnic Saturday. The decision itself re- 
quires f<9me organization because it will be 
necessary to determine if everybody can 
go this Sat'irday or if the picnic should be 
postponed until next week. Is Dad free this 
Saturday? is there work at the office or an 
important repair job around the house that 
has to be done? Are there any dental 
appointments for the kids. or dancing les- 
sons Is there a football game on TV that 
everybody has been waiting to see'' This 
decision to go on the picnic requires some 
organization SometK5dy has to make sure 
there is not a conflict You had better ^t 
the car ready and i^heck the gas and oil 
And let's not forget the lunch Are you 
planning to^take bathing suits and towels'' 
It could be thai these things will be taken 
care of without any fuss, and maybe be- 
cause no one makes a 'big deal" out of it 
■you think there is no organization. When 
there is good organization, everything 
seems to fit together 



What organization is required in a 
football game? A lot is required, and most 
of It takes place before the game is played. 
The coaches (the leaders of the 
organization) have to get their players 
ready This preparation involves teaching, 
practices, scouting, reviewing game films. 



developing a game plan, and more prac- 
tice. Now. hopefully, the t^m is ready to 
play the game Obviously, someone must 
decide which play to call. Most football 
teams have dozens of plays to choose 
from, and all wilt agree that all eleven men 
on the offense should be running thesame 
play at one particular time More organi- 
zation is needed so that when one player 
calls a play, he and the other ten players 
run the same play. A business is no excep- 
tion Organization is needed because 
certain things have to be accomplished 
/vhich require organization. Decisions 
have to 1:^ reached, pr6blems have to be 
solved, orders must be given to the worker, 
work must be done; and in order for the 
men to work, they must have the tools and 
materials necessary to do their work With- 
out proper organization, a business iS the 
same as the football team running eleven 
different plays at the same time 



The Right Organization for a Business 

The right organization for a business 
IS the type that gets the |0b accomplished 
Since businesses do different, things and 
are of different sizes, there must be dif- 
ferent types of organizations Some forms 
of organization call for a board of directors 
to make decisions and a president to carry 
out or put into effect these decisions This 
IS fine for son>e companies, but what is the 
small one-man business owner to do'' He 
does everything himself. Since he is the 
"Chief cook and bottle washer. " he has to 
make his own decisions and carry out the 
work as well 




There are. however, some common 
methods of organization that corpo- 
rations use. particularly at the top level. 
Corp jrations are controlled by a boafd of 
directors that is elected by the stock- 
holders In the election of these board 
members, each stockholder has one vote 
for each share of stock he owns. There is 
no set number of people that must be on 
the board of directors. What each corpo- 
ration wants are board members with 
knowledge and experience in business af- 
fairs who can provide the leadership 
needed to steer the organization on the 
road to success. Of course, as the numt)er 
of people on the board increases, ihe 
amount of knowledge and experience 
available to the corporation also increases. 
But there is the other side of the coin to 
consider The larger the number of people 
on the board, the harder it is to reach a 
decision. Many corporations hold the 
board of directors to between nine and 
eleven memt^rs This size board seems to 
work well. 

The Need for a Board of Directors 

As has "been mentioned before, the 
stockholders own the corporation Each 
person owns whatever percentage of the 
company that his stock represents. In the 
corporation used before as an example. 
Skate Board. Inc.. each share of stock 
represented ownership of 1/500 of the 
company because 500 shares of stock 
were sold There could actually be 500 
owners of this company, but more than 
likely many people bought more than one 
share of stock There could be 50 to 75 
people who own Skate Boara. Inc . ^ch 
owner owning 1/500 of the company for 
each share of stock which he bought. You 
might ask that if these people own the 
company, why don't they make all the 
decisions'' The answer is simply becai^a it 
would be impossible to get ail of the people 
together every time a decision has to be 
reacned And besides, these owners may 
know nothing about running a business. 
So It i«s the practice to elect a board of 



directors to oversee the operation of the 
busJness. This board elects someone to 
serve as chairman of the tx>ard. 

This type of organization is thought of 
as being similar to the method used by our 
government. People are elected to high 
positions in the government (President. 
Vice President, senators, repr^en- 
tatives). and they represent the people of 
the count.7. The decisions they reach and 
the things they do are supposed to be in 
tt-e t^est interest of the country, If they fail 
to perform their jobs the way the people 
wish, they are replaced through* our 
system of elections. The people run the 
country through other people who are 
elected to represent them. Our corpora- 
tion bogrd. of directors represents the 
stockholders, and their decisions and ac- 
tions should always be in the best interest 
of the company. . * 

Wtiat -the Board Does 

The board of directors makes de- 
cisions necessary to steer the corpo- 
ration, and It also establishes a policy 
which directs the operation (^the corpo- 
ration. In every business theie aie hun- 
dreds of decisions to be made each day. 
Which of the five applicants for the job as 
truck driver would you hire? Should these 
two pieces of metal be welded together or 
should they be fastened with a bolt and 
nut? Do you order some supplies needed 
next month now. or should you wait till 
next week to order? These and similar 
problems come up every day in busings, 
and a (tecision must be r^ched in each 
case. But decisions such as these are han- 
dled by the individual departments and not 
by the board of directors. Such routine 
problem-solving and decision-making is 
important to the department, but rt does 
not affect the entire corporation. 

Then what kinds of decisions does the 
board make? The board deals with big 
pioblems that affect the overall operation 
of ihe corporation. Should the business 
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expand? Should more stock be sold to 
raise additional money nrad^ for 
expansion? Should the o^mpany consider 
introducing a new line of products? 
Should some fringe benefits for employes 
such as hospitalization insurance, group 
life insurance, sick leave, and vacations be 
provided? Should the corporation declare 
dividends this year? If so. how much? 
Decisions such as these will affect the 
entire organizatlon.and they can only be 
n>ade at the very top level which is the 
t>oard of directors. 

How Decisions Are Readied 

> 

Decisions are reached by the board of 
dir^tors after carefully studying the facts 
concerning a particular item. Let us 
examine one item and see the process that 
is involved In reaching a decision. Fringe 
benefits for the employees have been men- 
tioned: so let us take a part of that pack- 
age, group hospitali^tion insurance, and 
look at it closely. Before the board of direc- 
tors can say "yes" or "no" to this question, 
it needs a lot of information. In most cases, 
this information is prepared and presented 
to them for consideration. One of the 
people who is involved in preparing in- 
formation is the personnel director. He 
may be asked to ^cure bids from in- 
surance companies to get price details for 
such insurance coverage. The. vice 
president of finance may l:^ asked to make 
projTOtions concerning tfie cost to the 
company if the ctecision is made to pay a 
percentage of the insurance from com- 
pany funds. Someone may be assiyncd to 
get information from, the workers con- 
cerning the numt^er already covered with 
individual policies, hov/ many want the in- 
surance, and what they are willing to pay 
for it. When all of this information is 
gathered and presented to the t>oard of 
directors, the members can study it and 
come to a decision. The decision is based 
on facts and is in the best interest of the 
company. If the decision is "yes," someone 
else puts it into effect, not the board of 



directors. The board makes the decisions 
while someone else does the work. 

The President and Other Maior Offices 

Since the board of directors only over- 
sees the operation of the business, some 
other group must attend to actually run- 
ning the company. The tx>«:rd appoints 
people to fill ttie job of president of the 
corporation arKl also the other major of- 
fices such as yhce presidents in charge of 
the various departments. The t)oard 
decides cm the salaries and ctesired qualifi- 
cations of the officers and then looks for 
the t^t people in light of their training, 
b^kground. and exper^n^ to perform 
the duties involved in these various jobs. 

Tf^ people selected for these im- 
portant positions manage the corpo- 
ration. The preskient is responsible for the 
entire business, and the vice presidents 
are responsible for the operation of their 
various departments. These are not the 
only people in tf^ company that have 
leadership rolm. The various (Apart- 
ments are broken down into sections, with 
each section having a head or chief who 
has control of the men and the work of that 
particular unit. 

Ch^n of Command 

The question may be asked. "Why do 
we iwed all of tfwse vk;e presidents and 
lesser department and section heads?" 
The answer io this lies in a phrase called 
"chain of command." You may have Jteahsl 
this (^rase used before. This phrase was 
first used in the military, but it ms now 
broome part of the business vc^abuiary. 
What is meant by "chain of command"? 



During the cour^ of a normal working 
day. the workei? are given instructions 
at>out what work they are to perform. The 
instructions given at the start of the work 
day may change before lunch time 
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because the work may be completed or 
perhaps something more important must 
be attended to. Considering the size of 
some companies, it is impossible for the 
president of the company'to qive all those 
instructions to each of the workers. But he 
can give instructions to the several vice 
presidents who in turn can pass these ^ to 
section heads who can instruct the 
workers, The section head may only have 
one or two dozen rr^n under his charge 

From the worker's point of view, there 
are problems and questions that arise 
during the day that require ^lutions and 
answers. It's not practical for the section 
head and th^ether thousands of workers 
to run to the president each time they need 
a question answered, but it is practical for 
the worker to ask his section head who can 
furnish the answer. Or if the section fwad 
can t provide the solution or answer, he 
can go to his supervisor, learn the answer, 
and then relate it to the worker. As you can 
see. chain of command has a lot to do with 
a sort of communication system within the 
organization, it is a method of getting In- 
formation and instructions from the top to 
the bottom (from the president to the 
worker) and also from the bottom to the 
top (from the worker to the president). 

1 here is a chain ot command m the 
school systems of oui country Since the 
sciiool systems are organized very much 
as a btismess would organize, let us look at 
them for a minute In most cases, our 
schools are controlled on a city or county 
basis by a school board. |ust itkea board of 
dirfx:tO''S of a business corporation. This 
school board makes all of the major deci- 
sions and establishes policies for the 
operation of the schools under its control 
They oversee the operation of the schools, 
but they don't run them They appoint or 
hire a superintendent (hke the president of 
a business corporation) whose duty it is to 
carry out the decisions and pohcies of the 
school board Every time some thing is to 
be done or the students are to be mfofmed 



about something, it is impossible for the 
superintendent personally to tell every stu- 
dent in the school system. He can, how- 
ever, inform all of the students through the 
chain of command. He passes his instruc- 
tions to the principals of the various 
schools. The principals then tell the 
teachers in their school, and finally the 
teachers tell the 20 or 30stur<ents in their 
rooms, it sounds like a roundabout way of 
getting a message to someone, but it 
usually works 

it has become a common practice in 
high schools to tet students have a voice in 
the c^ration of the school. Does this 
mean that each student can go to the 
principal's office and tell him how to run 
the school? You know that the answer to 
this is no. But in a way. through the chain of 
command or lines of communication, he 
can. The system works like this Students 
can voice ideas and suggestions to their 
homeroom student representative on the 
student council The representative passes 
these on to the student council The stu- 
dent council, meeting with the principal at 
regular meetings, conveys the sugges- 
tions, ideas, and gripes of the students to 
the prlr>€ipa(- for action. Once again, it 
sounds like a roundabout way of getting 
something done, but it L»sua!ly worKs. 

Authority and Responstblllty 

This chain of command is also a 
3ystem of delegating authority and plac- 
ing responsibility on certain individuals so 
that the work of the organization is ac- 
complished. No one man m a large or- 
•ganization can do everything himself Nor 
can one man personally supervise the 
work of thousands of employees. The 
president of the corporation must dele- 
gate the authority and the responsibility 
for the management of the various depart- 
ments to the vice presidents They ere 
given the authority to do whatever is nec- 
essary to see that the work is done as ef- 
ficiently as possible They are also re- 
sponsible for the quality of the work ff the 



work assiq/jod to the department is not 
done properly, the vice president m charge 
of that department must answer to the 
president The president, however, is re- 
sponsible to the board of dnectors for the 
entire effort of the corporation Even 
though the authority and responsibility for 
doing a |0b are delegated to someone else, 
the president is stsU responsible. 

The vice presidents, however. - still 
have the problem of having too many 
personnel to personally supervise. They 
must subdivide the departments still more 
and place individuals with the authority 
and responsibility in charge of th^e 
smaller units, it is now ^sy to supervise 
these smaller units and also to judge the 
quality of the work being done. Where 
work is being done well, proper acknow- 
ledgement and rewards are given. Where it 
is not. quick action must be taken to 
correct conditions which-result in poor 
performance perhaps the section does 
not have the equipment or personnel re- 
quired to do the job. in that case help can 
be given to correct the condition. But if the 
condition results from failure on the part of 
the individual in charge, the section head, 
to properly perform his pb of supervising 
the workers, then he should be replaced. 
The vice president cannot pass off poor 
work within his department by saying his 
section head is not doing a good job He is 
responsible for the entire department, and 
if he cannot manage it the president needs 
to look for a new vice president tefore the 
board of directors begins to look for a new 
president 

Summary 

A corporation is owned by stock- 
holders who elect a t>oard of directoi^ to 
oversee and steer the organization. This 
board makes decisions and sets policies 
which are carried out by the major officers 
of the rorporation — the president and 
vice presidents. 

Through a system referred to as the 
chain of command, instructions and in- 



fon.iation are passed fr£mv4he.very top of 
ihe organization to all employee?~df4h^ 
corporation. Through a reverse proce- 
dure, questions which face the worker in 
performing his duties are answered and 
problems are solved. 

The president is responsible to the 
board of '1ire6tors for the operation of the 
corporation even though he delegates 
authority ahd responsibility to the vice 
presidents. These vice presidents also 
delegate authority and responsit^lities to 
individuals within their departments They 
are stili responsible, however, for the 
operation of their departmmt. 

Wonto and Phrms You ShmiNI Know 

Board of directors 
Chain of command 
Authority ' 
Responsibility 
Delegate 

Discussion and Researeli Topics 

1. What is the governmental organization 
structure of the community in which you 
live? 

2. Discuss the difference between 
authority and responsibility. 

3. Select one of the larger lousinesses in 
your community and investigate its 
organizational structure. 

4. W5at types of occupations are required 
in the organizational structure of a 
business, a community, and a school 
system? 
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MARKETING RESEARCH 



What Marketing Research is 

All businesses which manufacture a 
product or provide a service are con- 
cerned with how wett that product or 
serxMce wtil sell. As was mentioned t>efore. 
businesses operate to make a profit, and 
this IS imposstbie without sales 

But here is sometliing to consider. 
Where in the business picture do sales 
come into play? Actually, sales are last in 
the business cycle. Do you rem^mt^r how 
a business is started? Someone has an 
idea for a product, and he goes into 
business. The product is then manu* 
factured, and finally the product is sold. 
The company receives money for its 
efforts through sales. 

Now this presents a real problem 
because there are so many things to con- 
sider and do before anything is sold And 
all of these considerations and the things 
that are done must come before actual 
sales are made. How many machines 
should the company purchase*^ How many 
workers are to be employed? How many 
production lines should be set up'' Will 
production be done in one shift, or will 
work be earned on around the clock? The 
an? /ers to these questions determine the 
rate of output (how fast tl^ product is pro- 
duced) and the quantity produced Keep in 
mmd that these are important considera- 
tions, and they are important because we 
cire talkiny in each case about spending 
fi.^ney These decisions are made before 
saies take place It should be obvious that 
businesses need more to go on than just 
the hope that their producl will sell Many 
businesses go bankrupt because their 



hope does not become a reality. 

There is a proddss by which sales are 
studied before they are actually made. This 
process is called mailceting research, and 
it deals with a study of the market to 
determine what will sell and lEit what 
volume it will sell. It is actually a process of 
determining if a product wilt sell, and if so, 
how many can be sold. Busine^es today 
spend a great deal of money ori marketing 
research; and in most cases, it is money 
well sf^nt when one considers that the 
shortest road to bankruptcy is producing a 
product that cannot 1:^ sold. 

Marketing research is a broad subject 
that can be divicted into three topics These 
are: 

1 . Market analysis 

2. Market survey 

3. Saies forecast 

Let us examine each of these topics to see 
what they are and how they affect the busi- 
ness of a company 

Market Anitfysls 

There is a direct relationship tietween 
saies and the economic conditions of the 
community. This is simply t)ecause if em- 
ployment is high and the |:»opie are mak- 
ing good salaries, thoy will be spending 
more money. When times are bad how- 
ever, f^ople do not have as much money to 
spend. History recalls the depression oi 
the 1930 s. Millions of people were out of 
work and money was scarce. The resu . 
was that many businesses went bankrupt 
because people just could not af- 
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ford their products or services. The 
business world has learned to look closely 
at economic conditions, as they are a 
good indication of the buying power of the 
people Should a business spend money 
for expansion? Would it be wise to intro- 
duce a new line of products? Should in- 
creased production be considered? Ques- 
tions such as these face businesses each 
day. and their answers must take into 
consideration economic conditions of the 
community There is no sense expanding, 
introducing new products, or increasing 
production if people cannot afford your 
products. The study of economic con- 
ditions is the job of market analysis. 

Market analysis also takes into ac- 
count how sales are doing concerning 
particular types of products. How are sales 
of automobiles, sporting goods, ap- 
pliances, furniture, clothing, etc.. doing?. 
Each business is. of course, concerned 
only with the sale of a particular type of 
product It produces 

Much helpful information can be 
found m the government's yearly publi- 
cation Economfc Data. This source, which 
IS a yearly census of sales in ail industries, 
shows how sales were for n particular type 
of product What sales were last year is of- 
ten a good indication of what they will bo 
this year 

Market Survey 

Collecting information from people 
about a product's appeal, the size the 
product should be. the color it should be 
how it should be packaged, and how much 
money customers would be willing to pay 
for the item is ail part of a market survey. 
Such information about a product is im- 
portant for a business to know t)ecause it 
must manufacture items that people will 
purchase. Information such as this is often 
collected by sending questionnaires to 
people asking them about a proposed 
product Another means of s^^'curmg such 
information is by a door-to-door canvass 



asking certain people questions about the 
product. Through these methods, useful 
information can t« secured which gives a 
business suggestions as to the sales ap- 
peal of Its product People are often asked 
what they would pay for such an item This 
IS of value when deciding on the pnco to 




Information obtained from a market 
survey helps a company evaluate ihe 
appeal of a product. 



charge for the product. Although the mar- 
ket survey is most useful in determining 
appeal, size, price, etc.. it does not give any 
indication by itself as to the number of pro- 
ducts that can be sold. 



Sales Forecast 

A sales forecast is a prediction of what 
future sales will be for a product. From in- 
formation obtain^ in the market analysis 
and the market survey, studies are made; 
and from these a prediction is made as to 
the niMTiber of products which will be sold 
How good this prediction is depends on 
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the informatfon received and the ex- 
perience of those studying the informa- 
tion. At times this is very difficuit to do 
accurately, but remember thete are many 
important decisions made on the basis of 
the sales forecast A business can lose a lot 
of money if it manufactures more pro- 
ducts than it can sell Why don't com- 
paniec produce a little less than their sales 
forecast indicated, just to play it safe? 
Simply because a company also loses 
money when it misses a sale, and not 
having enough products to meet the de- 
mand is a s^jre way of losing sales. 

Unless the business is just starting, the 
sales department should be able to give in- 
formation helpful to market research. 
Salesmen, in their daily business of meet- 
ing people, quickly discover the cus- 
tomers' likes and dislikes regarding a 
particular product. Such information is 
given to the market research department 
for Its consideration and evaluation^. So 
you see that even though sales are last m 
the business' cycle, there is a way of pre- 
dicting what the sales will be before they 
are made It is the job of the market re- 
search department to provide information 
to the decision makers of the company to 
- give them something to go on rather than 
just the hope that the product will sell. 

Summary 

Businesses spend millions of dollars 
each year on marketing research trying to 
learn about customers' needs, what they 
will buy, and how much they will pay for a 
product or service. 

Marketing research involves market 
analysis, market survey, and sates 
forecast. Market analysis is a study of 
economic conditions to determine how 
people are spending their money and what 
they are buying. Market survey concerns 
customers' likes and dislikes about a 
particular product. Sales forecast is a 



prediction of how many products can be 
sold. 

Since the manufacturing of products 
sometiries costs millions of dollars, 
businesses need some information on how 
well their products will ^11. Supplying this 
information is the job of those involved in 
market research. 

Wonls and Phrases You Should Know 

Business cycle 
Rate of output 
Market research 
Market analysis 
Market survey 
Sales appeal 
Sales forecast 

Discussion and Research Topics 

1. Discuss the importance of market 
research to a business. 

2. in what ways can the general economy 
of a community affect sales? 

3. Assume that you are about to undertake 
a market survey for a selected product. List 
*he questions which you would ask about 
the product. 

4. Discuss some reasons why actual sales 
\ could be far below the number predicted 

by a sales forecast . 

5. What type of occupations would be 
found in a marketing research' 
department? 
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ENGINEERING 



Have you ever walked through a 
department store and wondered how the 
thousands of items of merchandise you 
see came into being? You could be in the 
sporting goods department looking at 
shotguns or fishing rods, in the appliance 
department looking at washing machines 
or refrigerators, or in the furniture depart- 
ment looking at tables or sofas. All of th^e 
products, although all different, came 
about in almost the same way. Let us look 
closely at one product, a riding lawn 
mower, and examine the chain of events 
which resulted in that product being in the 
department store 

Begin with a Decision 

The first step in this long chain of 
events begins with a decision to produce 
the product Such decisions usually come 
about as a result of one of the following 
reasons: 

1 . Customer demand for new prodDcts 

2. Model or style change 

3. Product requiring redesign or im- 
provement 

4. Keeping up with competitors 

5. Creation of a new product 

Cur lawn nK>wer company makes only 
push-type and self-propell^ mowers. In 
order to keep up with their a}mpeti?ors, the 
decision is reached to produce riding lawn 
mowers. After the decision is reached to 
manufacture the new product, the next 
step is to design the riding mower. Design 
work is the responsibility of the engineer- 



m 

ing department. In designing tiie mower, 
this department is concerned with form 
and function. Form means what the 
product looks like, or appearance; and 
function means how the product operates, 
or what it is to do. Actually, two types of 
engineering are involved — design 
engineering and product engineering. 
Designing the app^rance of the mower is 
done by design engineers, while designing 
the mechanics of the mower is done by the 
product engineers. How does each group 
do its work and what is involved? 

Design Engineering 

The d^igners begin by studying 
different mowers already on the market. 
The basic parts of the mowers are 
examined, and perhaps some of the more 
desirable feature are improved upon. As 
they work, they make rough sketches to 
help formulate their thinking. Dozens or 
even hundreds of these sketches may be 
made in order to find just the right (tosign. 
Designers use these sketches ^ a means 
of expressing their ideas with other 
designers. They often make rough models 
out of cardtoard or clay to help them with 
their work. As they get closer to the final 
design, they make more detailed sketches, 
called renderings, of their best ideas. 

After the designers decide on the final 
design, a model of that (tosign is usually 
built. The model is full size or to scale, 
depending on the type of product, but it 
looks exactly like tl^ finish^ product is to 
look, at least on the outside. Actually, the 
model may not work. The engine' gasienk, 
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Designers may make dozens of sketches 
attempting to arrive at the proper design 
solution. 



and other important parts may have been 
left out; but on the outside it is complete. 

What is the purpose for building the 
mode!? The model is used for the 
presentation of the finished design to 
management officials who make the final 
decision concerning the mower. At the 
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presentation, the designers explain the 
features of the mower and teil why they 
believe this particular design to be best. 
With the model, management see^^ exactly 
how the finished product will look As- 
suming that management tikes the* drsiqn 
and decides it is the mower they will pio- 
diice. the job of design engm^rmq is 
completed with the possible exception of 
some minor design revisions that may 
t^ome necessary to meet production 
probiems. The moctet still is of value, 
however, as it is used for consumer 
surveys, for advertising purposes, and fur- 
ther engineering studies 

Product Engineering 

With the completion of the design 
^gtneering work, it is now known exactly 
how tt^ riding mower wilt look when it ts 
delivered to the ctepartment store. But all 
the company realty has is one model that 
does not work; and that is a long way from 
the 5.(X)0, 1 0.CKX). or maybe even more that 
ft intends to manufacture. Obviously, more 
work has to be done. 

The next step in the development of 
the mower is called product engineering. 
The job of the people in product engineer- 
ing is to make the movrar work They are 
concerned with the iriechanical workings 




Models are used to shmv manag^ent 
how the finished prcxluct wiii look. 



A prototype is an exact original working 
model of the product. 
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of the product. An engine must be 
selected, and means for mounting it must 
be designed. Gas tank, fuel line, iinkage. 
power transmission components, steering 
mechanism, clutch assembly, blades, and 
other items must t>e selected or designed. 
This work is done without changing the 
already selected design or outside 
appearance of the mower. After this phase 
of the work is done, a prototype of the 
mower is built. A prototype is an exact 
original working model of the product, in- 
side and out. This prototype is handmade 




This craftsman is making a part for. a 
prototype. 

because, as yet. nothing has been set up to 
mass produce the product. With this 
prototype, tests are made to determine 
how the product performs. During these 
tests, problems and malfunctions are dis- 
covered which are corrected on this 
prototype. It is certainly less expensive to 
find the problems and correct them on this 
prototype than it would be to manufacture 
thousands of mowers and discover 
something that does not work This, of 
course, would require changes in 
thousands of products. 




I. 



Engines are tested to determine their 
■ performance in sub-fr^zing conditions. 




This aircraft is undergoir>g a series of 
drop tests to evaluate landing gear 
reliability. 



After alt of the "bugs" have been work- 
ed out of the original model, the product 
engineering personnel make working 
drawings of the mower and of all its 
parts. These are for the production depart- 
ment which does its work by following the 
instructions on the drawings. These 
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drawings show the exact shaf^. Size. and 
description of aii parts of the product 




Working drawings of the prototype are 
made for the production department 

Product engineering stilt has more 
work to do tn connection with the mower. 
The people in this department prepare the 
operating instructions, parts list, and 
service manual. This preparation involves 
technical writing and illustration drawings. 




This operator's manual contains valuable 
information about operation, mainte- 
nance and safpty 



When completed, the work of product 
engineering is over There could tie, 
however, some minor revisions needed if 
production problems arise 

Staff or Consultants 

Now that the engineering work is com- 
pleted on the riding mower, what do the 
designers do'' They start over again on 
another product, if they work regularly for 
the company. Many lar^ companies have 
design departments employing many 
d^igners because they have so much 
work to do tn the automobile industry, it is 
said the designers are working on next 
year's models t)efore this year's models go 
into production. But many businesses, in- 
cluding this lawn mower company: may 
not have enough design work to justify 
having d^i^n ii^rsonnel on their payroll If 
this IS the case, and it is with thousands of 
businesses, they often contract their do- 
sign work to consultants specializing in 
this fine of work In this way, they can get 
the work done that they need without hav- 
ing such people on their payroll when 
there is not enough work to keep thorn 
busy at aii times Companies make tiso of 
consultants in many areas other than de- 
sign. Many companies do not even do their 
own tK>okkeepmg. but instead contract 
with other businesses that do accounting 
work only Advertisement is still another 
area of work that is often contractod to 
specialists employed by advertising agen- 
cies ThiB volume of work in a particular 
area usually determines whether a busi- 
ness has personnel to do certain work If 
not enough people areemployed. the work 
is done by consultants on a contract basis 



Summary 

Engineering is concern^ with two 
items — form and function. Form, how the 
product looks, is the responsibility of 
design engineering, [^sign engineers 
tjegin with an idea and develop this idea 



ERIC 



into a model of the finished design for 
presentation to mar^agement for approval. 
Function, how the product performs, is the 
responsibility of product engineering. 
Given the design, product engineers must 
iMOrk out solutions to the mechanical 
operation of the prodiK:t. They build a 
prototype which is used for testing. After 
all necessary revisions are made on the 
prototype, working drawings are made to 
be used by the production department. 

Wofds and Phrases You Should Know 

Design engineering 

Product engineering 

Model 

Prototype 

Working drawings 

Consultant 



DIscuMlon aiid Researeh Topics 

1. Discuss the difference between form 
and function as they apply to a product. 

2. What IS the difference betv^n a model 
and a prototype? 

3. Select a pr<Kjuct and discuss the testing 
which may have been done on that 
product. 

4. Production psoblems can necessitate a 
revision in the design of a prcMluct. What 
could be a jew of these production 
problems? 

5. What occupations would be found in 
engineering work? 
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PERSONNEL DEPARTMENT 



Staffing the organization is one of the 
main duties of the personnel department. 
This means it is the \ob of the people in this 
department to see that the workers re- 
quired by the various departments within 
the company are available as they are 
needed The main duty of the personnel 
department is the hiring of people to work 
for the company 

«lob Oeaerlplions 

In order for the personnel department 
to know about the jobs for which it is to'hire 



people to ^rform, job descriptions kre 
written for all Jobs within the company. A 
job description is a statement teitmg about 
the job and listing the dudes required in 
doi.ng that job. These. descriptions are kept 
on file in the personnel department, if the 
purchasing department, for example, noti- 
fies the personnel department that it 
needs a clerk-typist, the workers in the 
personnel (^artment read the fob des- 
cription to see exactly what the job is and 
the duties required and then attempt to 
hire the best qualified person to fill that job.' 

Hiring Procedures 



Hiring people to work for the com- 
pany usually involves three steps. These 




This job description is for a Cierk-Typist. 



Many companies employ thousands of 
workers. The personnel department has 
the job of recruiting, selecting, and in- 
ducting all of these employees. 
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Steps are recru'ittng. seiectfng. and in- 
ducting. 

t 

Recruiting 

When a "company needs workers to fill 
job vacancies, the personnel department 
has the task of recruitmg them. It notifies 
the employment agencies and also puts 
ads in the newspapers. If the job is of a pro- 
fessional nature, the department sends 
someone to nearby colleges and uni- 
versities to talk- to future graduates. Many 
companies tike to promote from within; 
and in the case of a vacancy for a good job. 
they wiH post a notice on the company 
bulletin board announcing that a parti- 
cular job will be open. In this way the 
people already working for the company 
hawe the first chance to apply for the job if 
they believe themselves to be qualified. 
This policy IS good for morale within the 
organization. 

Selecting \^ 

As people learn of the vacancy, they 
go to the personnel department to apply 
for the job. The first thing that they do is fill 
out an application. This application con- 




Compieting an application form i$ one of 
the first steps m applying for a job 



tains infnrmation such as personal data, 
educational background, past work 
experience, and references. For some 
jobs, tests such as intelligence or aptitude 
may be given to those who are applying. 

After the applications are checked and 
the test scores evaluated, interviews are 
conducted with those people applying for 
the job. Much can be learned about b 
person's appearance, personality, and 
willingness to work through such 
interviews. 




Much can be learned about an applicant 
through a personal interview. 

i 



Many companies require applicants to 
take a physical examination. The reason 
for such an examination is to make certain 
• they are able to do the job and that they do 
not have any physical delects for which the 
company could be held liable at a later' 
date 

After carefully studying all appli- 
cations, test scores. Inten^iew notes, and 
reports from the physical examinations, 
the personnel deoartment is now able to 
compare the applicants and select the in- 
dividual best suited for the job. 

Inducting 

The process of orienting a person to 
his |Ob IS known as inducting. In this in- 
duction, the new worker is told something 
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abquX the history of the company and 
about the product or products it makes. 
Rules and regulations of the company are 
explained to all new workers Most organi- 
zations now have fringe benefits such % 
group hospitalization insurance, sick 
leave, and paid vacations Information 
about -sucn tsenefits is given to ttie new 
worker. Many compaiies prepaid and give 
ait new employee a "company handbook" 
which describes tfiese benefits' and gives 
other important information. Some cpm- 



which will beexp^ted of the new w^orker 
The supervisor tries to answer any ques- 
tions the new worker has about the com- 
pany, the department, or his particular job. 




panies take new workers on a tour of the 
building to point out the location of such 
things as the time clock, cafeteria, and 
different departments within thd plant. The 
new employee is then taken to the depart- 
ment to which he has been assigned and is 
introduced to his immediate supervisor. 

The supervisor continues this in- 
duction process by introducing the new 
employee to the people with wtK>m he will 
be working. He also carefully explains the 
duties required in the job and other thin^ 




Beginning vvorkers must be shown how to 
"punc^ in ami out" of the plant iMing the 
time dock. For most hourly paid workers, 
these time cards are used to figure the 
payroll. 

All of this induction process is an attempt 
to get the worker started on the right foot 
and make hinf feel at home. 

ttocord Keeping 

The personnel department is res- 
ponsible for keeping records on all em- 
ployee of tfie (X>mp«iy. Information such 
as personal data, jota held, ii^omotions. 
^y rai^s. absenteeism, vacation time 
taken, and turnovefs is kept by this 
department. Because it keeps such 
records, this department 'keiBps a close 
look at the company's health persohnet- 
wise. By studying absentee and turnover 
records, it can make recommendations to 
management which may improve ccmdi- 
tions in certain (tepartments where tnee 
things have become a problem. 

The department also handles all 
records for hospitalization and other types 
cf insurance offered to the employee as 
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Keeping records on all company em- 
ployees is one of the duties of the 
personnel ctepartment. 




Many companies today use computers 
which makes record keeping fast and ef- 
ficient. 



part of the fringe benefits of the company. 
This not only means record keeping but 
also involves negotiating contracts with 
the insurance companies and then 
explaining the r^w policies to the em- 
ployees. 

HaiMfling Union Affairs 

Where the employes of a company 
are unionized (belong to a union), some- 
one from the ccnnpany must represent 
management in all cteaiings with the union, 
in many companies, this r^ponsibility is 
given to the personnel departnient. When 
this.is the case, a lot of extra work goes into 
handling uniOn affairs. This department 
represents the com^ny in conducting the 
labor (XJntract negotiations. The people in 
this department must then interpret the 
union contract to the supervisors of the 
company and help ttiem make plans to live 
up to that contract. They must also handle 
ail grievance work.whtch involves arrang- 
ing all grievance meetings and keeping 
records of the meetings and settlements. 

Ottier ResponslbUnies 

Safety Program 

Personnel departments have other re- 
sponsibiiittes whicft include such things as 
conducting the company's safety program 
and handling all worknYen's compensation 
claims resulting from work- related ac- 
cidents. In connection with accidents, ail 
companies make some provisions for 
providing first aid treatment to injured 
.workers. In very small comianies the pro- 
visions amount to nothing more than a box 
of band-aids and a bottle of iodine, but it is 
not uncommon in lar^ companies to find 
dispensaries and hospitals on the plant 
ground staffed with nurses and doctors. 
Tfiese doctors also do the physical exam- 
inations on applicants applying for jobs. 
Ail of this work is the responsibility of the 
personnel department. 
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Security and Parking Lots 




All companies make provisions for 
providing first aid treatment to injured 
workers Large companies usually have a 
dispensary or nospitai on the plant 
grounds 



Newsletters and Newspapers 

The personnel department puts out 
the company newsletter or newspaper It 
coltects news items from other 
departments and writes articles explaining 
company poftcies and plans Sometimes 
when management has some information 
or announcements it wants to get to the 
employees, it may enter this information in 
the newsletter or newspaper. The actual 
printing of the newsletter or newspaper 
may be contracted to a printing firm; but 
when completed, personnel handles the 
distribution 



The security of the plant is generaMy 
assigned to the ^rsonnel department 
This includes the guards to watch the plant 
and also the supervision of the parking lot 




Supervision of the plant parking lot and 
secunty are gerreralty assigned to the 
personnel department. 



This de(»rtment issues parking decais. as- 
signs parking spac^. supervises the 
check*in and c^ck*^ut of employees and 
visitors, and directs traffic during shift 
changes 

Athletics and Social Activities 

Many companies encourage their 
workers to take part in company-spon- 
sored sports activities such as bowling, 
Softball, or basketball games. Leagues are 
organized and competition held between 
various departments or perhaps with 
different com^nies. Personne^ arranges 
the schedules and finds places to hold the 
garr^s. 

Some companies atso sponsor such 
activities as gun clubs, bridge clubs, 
bicycle riding clubs, and square dance 
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dubs When these clubs are available to 
company employees, the personnel 
department has the job of informing he 
employees about them Many personne 
departments have a full-time recreational 
director on the^r staff to plan, organize, and 
manage these activities 

Savings Plans 

Many companies operate credit 
unions for the benefit of their employees. A 
credit union is like a small bank where 
company employees can deposit money 
towards savings or make loans at tow 
interest rates The credit union is 
organized and supervised by the 
personnel department. Through a payroll 
deduction plan, employees can also 
purchase United States Savings Bonds as 
pdrt of a savings plan 

A few companies, as part of their 
incentive plan, now offer ^employees the 
opportunity to purchase stock in the com- 
pany Where this is done, employees 
arrangethrough the personnel department 
to have a portion of their pay deducted 
for the purchase of such stock 

Cafeterias 

It IS not ufiusual for companies to 
operate cafeterias for the benefit of their 
employees These a-e managed by the 
personnel department and located on the 
plant grounds. Since they are operated for 
the convenience of the employes and not 
to make a profit for the company, prices 
charged are usually much lower than 
caf^tenas or restaurants in the community 
A small cafeteria can serve many people if 
the lunch schedules are staggered among 
the various departments 

Company Operated Stores 

Companies that require their em- 
ployees to wear uniforms or certain types 
of safety equipment often operate a small 



store where these items can be pur- 
chased. The company can, of course, buy 
at low prices; and this savings can be 
pass^ on to the employes. These stores 
sell such items as safety shoes and boots, 
uniforms or work clothe, safety glasses, 
ram gear, work gloves, and hand tools. 
These stores may also stock and check- 
out to the workers company furnished 
items such as hard hats, wefdtng glasses or 
masks, and other special safety equip- 
ment. 

Providing Counseling Services 

In an attempt to reduce absenteeism 
and turnowr, some companies provide 
free counseling service to their employees. 
This includes listening to their problems 
and suggesting where they should go for 
help. Other services provide employees 
with information about managing their 
money or legal information or advice about 
loans, contract^, and leases. 

Summary 

One of the main duties of the 
personnel department is hiring people for 
the organization. This involves recruiting, 
selecting, and inducting alt new em- 
ployees. Other major duties of this 
department are record keeping and repre- 
senting the company with alt dealings with 
the unions 

Personnel departments have many 
other miscellar>eous responsibilities. 
These include conducting the company's 
safety program, managing the dispensary 
or hospital, handling the cafeteria, running 
the company store, providing ^curity and 
managing the parking lot This department 
also puts out the company news-etter or 
newspaper, organizes and manages the 
athletic and social activities, encourages 
employees to save money by providing 
savings plans, and provides counseling 
services to those employees who are in 
need of help 
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Words and Phrases You Should Know 

Staffing 

Recruiting 

Selecting 

inducting 

Application 

intervievv 

Fringe benefits 

Unionized / 

Incentive plan / 

Di8Ct»8lon and RoMarch Topics 

1. What are the main duties of the 
personnel department? 



4 

2. if you were hiring a {^rson for a job, 
what would you want to know about the job 
and the individual aji^lying for the job? 

3. Discuss the steps involved in staff ing an 
organization. 

4. Record iteeping is an important part of - 
the work of the ^rsonnei department. 
Why is record keeping important? 

5. What occupations would be found in a 
personnel department? 
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PURCHASING DEPARTMENT 



What the Department Ooes 

In most corporations you find a 
department charged with the responsi- 
bility of purchasing everything which is 
needed to run the company, in a very smalt 
concern this responsibility is placed on 
one person, and he has other duti^ to 
fi^rform as well. In a large corporation, a 
hundred or perhaps a thousand or more 
people are needed to perform this work. As 
you can guess from the work they do. this 
department is called the purchasing de- 
partment. In the military and in some other 
organizations, this department is called 
the procurement department. 

What Must Be Purchased 

Just what has to be bought in order to 
keep the company runnihg? Very quickly 
you thmk of the raw materials which are 
going to be manufactured into finished 
products, but there is a lot more. Perhai:^ 
this is a good place to pause a moment and 
consider some of the things that it takes to 
keep the company running, because these 
same things all have to be bought by our 
purchasing deoartment 

The raw materials needed for produc- 
tion have already been mefUioned. so let us 
start there. These raw materials are used 
by men and women working on machines 
and using hand tools. These machines and 
hand tools are bought, and sooner or later 
as they break down, parts have to be 
ordered to 'epair them. After the product is 
completed, it is prepared for shipping to 
the seller Boxes and ^rates are needed, if a 



product is to be boxed, if not. oniy a ship- 
ping label is required. Somebody still has 
to buy the shipping label. 

Everybody knows that it is important 
to keep tf^ work area clean. You have to 
buy some brooms ar>d mops for the jani - 
toriai workers, not to mention buckets, 




All material and suii^iies must be ot>- 
tamed by the purchasing department 
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dustpans, soap, wax, paper towels, and 
rags.' 

Have you ever had to replace a fuse, 
light bulb, or air-condifioner fflter in your 
home? industry has this same problem, 
and somebody must buy these items. 
Many more things coufd be rnentioned, but 
by now you should have the idea, it takes a 
lot of things to keep production running, 
and all these things have to be purchased. 

' Cost of Materials 

Most companies which manufacture a 
product spend more than half of the money 
received from sales on materials. A com- 
pany doing a 'J million dollar business 
probably is spending over 5 million dollars 
a year on materials atone. Some of the 
larger manufacturers in the United States 
spend millions of dollars each day on 
materials. All of these purchases have to be 
handled by the purchasing department. 

Purchasing Equipment and St^Nes 

it has been mentioned before that 
corporations are in business to make 
money. This is accomplished by hiring 
men and women to manufacture goods or 
to provide services. It is at»olutely neces- 
sary, therefore, to make sure that these 
people have the equipment and supplies 
rtecessary to perform their work, if it ever 
becomes necessary to have a work stop- 
page due to a lack of supplies with which to 
work, the organization loses money in two 
ways. First, the company ios^ because 
nothing is being produced, and secondly, 
to make matters worse, the company must 
continue paying people who should be 
working but are not because of a lack of 
supplies. 

In some types of work where only one 
or two people are involved, the workers do 
their own purchasing of the supplies 
needed to carry on their . work. The 
housewife, for example, goes to the super- 
marxet to buy the groceries she needs to 
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cook the family supper. The auto 
mechanic, who is in business for himself, 
stops working on a car to phone or go to 
the parts house to buy a carbu retor needed 
to repair the car. in lar^ organizations, 
however, this method of purchasing just 
will not work. The housewife* that pur- 
chased the making for xtm family supper 
may have stopped to have her hair done at 
the beauty shop before returning home to 
begin cooking. There is no harm done 
there, tnit how would you like to be paying 
the wages of a worker that left work to go 
buy some supplies neected to do his work 
and decided to stop and get his hair cut? If 
the auto mechanic does not pay his bill at 
the parts house by the end of the month, 
the owner could refuse him any «jditional 
credit. How would you like to be refused 
credit because of some outstanding bills 
^at your workers have not ^id which you 
did not even know about? What is need^ 
is a method of purchasing which insures 
that ail equipment arrd supplies are tought 
at the right time, at the t>est price, and after 
they are received, the bills are paid. This 
system must also allow a method of keep- 
ing an accurate account of ail money spent 
for equipment and supplies- 
Specifications 

Specifications are written descrip- 
tions of materials to be purchased and are 
usually prepared by the purchasing 
department. For some materials the 
specifications are simple and nmy include 
nothing more than tne name and catalogue 
or part number. But for some orders, the 
specifications t>ecome very involved. At 
times, words afone cannot fuily descrit>e 
an object, and drawings must be included 
in the specifications. Some sp^ifications 
require technical information about the 
material such as tensile strength, surface 
hardness, voltage output, chemical con- 
tent or heat resistance. 

You probably do most of your buying 
in a store and can see and handle the 
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This purchasing agent is checittng 
speci^cation on a bid sheet to see that aii 
needed technical information has been 
included. 



product as weii as ask questions of the 
salesman in a purchasing department, 
however, just about everything ordered is 
done so through the mail. It is very impor- 
tant, therefore, that the specifications con- 
taiff all of the information needed to fully 
describe the materials io be purchased 

Getting Bids 

Have you ever bought something and 
later found out that the same item was 
cheaper at another store? There is a 
solution for this, it is called "shopping 
around." With the hundreds of items the 
purchasing department has to buy. it is im- 
possible for its personnel to go from store 
to store to compare prices. But in a way 
they do just that. The system is called 
getting bids How does this system work? 



As the requisitions (orders) are 
received from the different departments. 
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Requisitions are compiled and typed on 
t>id ^eets. 



they are (»mpiied into a list according to 
the nature of the supplies . Th^e com- 
piled lists are needed, since the (X}mpanies 
selling materials usually specialize. For ex- 
ample, you do not buy tools from the same 
l^eople that sell office supplies. Janitorial 
supplies are bought from still another 
company. After the lists are completed 
(called bid sheets), they are s«*nt to three or 
more Companies requesting prices. When 
the purchasing dejsartment receives these 
returned' bid sheets, its employees 
carefully examine them to determine 
where the company can get the materials 
at the t>est price. Orders are then placed 
with the a)mpanies which have quotedlt?^ ' 
cheapest prices. So you see that this 
system is ve.y much the same as your 
"shopping around" for lowest prfces be- \ 
fore you buy. ' V 

All government agencies and most '"^^ 
large coffKirattons require this system of \^ 
purchastr>g. As citizens, we should be glad 
to know that when the government spends 
our money, it gets the best price for what is 
bought. 
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Modern computers are often used to keep 
track of materials and supplies ordered. 

Receiving Materials and Supplies 

The work of the purchasing depart- 
ment is not complete until all materials and 
supplies which have been ordered are 
received, in most organizations, every- 



thing which has been ordered is delivered 
to the receiving department where it is 
checked and inspected for damages. The 
receiving department then sends a 
"receivifio report" to purchasing. 
Purchasing can then tell the accounting 
department that the materials have been 
received and that the bill should be paid. 

if. however, the materials or supplies 
are received in a damaged condition, or if 
some of the items are missing, the pur- 
chasing department must handle all 
dealings with the supplying company. 

Invoices and Sales Slips 

An invoice is an itemized list of gpods 
shipped or sold to a customer. It lists the 
number of items (quantity), the name of 
the items (description), the unit price (the 
cost of one item of that type), and the total 
price (the unit price times the quantity 
ordered). Other information includes the 
date, an invoice number, the name and ad- 
dress of the place to which the order is to 




b&i shipped, and the total price of the bill. 
Usually two or more copies of an invoice 
are made, depending on the system of 
record keeping used by the organization. 
One copy, however, ahways goes to the 
customer. This is thft bill. 

You may have bought something at a 
store for which yoii were given an invoice 
that was not completely filled out. This is a 
common practice particularly when you 
oay cash and take the/mSrchandise with 
you. The seller may haie written the words 
"cash sale" in the place for ttie customer's 
name, or he may have left it blank. Usually 
the quantity, description, and total price is 
completed. It is also a common practice to 
write the word "paid" at the bottom of the 
invoice when it is a cash sale. Have you 
ever wondered why the salesman went to 
the trouble of filling out the invoice? Vyfeli. it 
is done because it is an important part of 
the txK)kkeeping system. Later the organi- 
zation uses the invoice to account for the 
stock which is missing from the store. 

Some stores do not use Invoi^s 
broause of tie volume of busine^ done 
and the speed at which it is handled. Exam- 
ples of these are supermarket and dis- 
count stores. Jtat tiiink of standing in line 
at the check-otit counter of a supermarket 
while the checker itemizes each ttiing the 
r^rson in front of you has put in the cart. 

Using this method, alt of the items are 
rung up on the cash register, taxes added, 
and then the biW is totaled. The customer is 
given the tape Which is the sales slip. You 
may not know it. but cash registers have 
two tapes on which the sales are recorded. 
One is torn off bit by bit and given to the 
customers: the other tape stays in the 
machine. It is used at the end of the day to 
account for sales. 

Summary 

The purchasing deirartment is res- 
ponsible for ordering ail materials and sup- 



plies needed by the organization. Re- 
quests for materials and supplies are sent 
from the various departments within the 
organization to purchasing where these 
are combmed. Bid sheets requesting price 
quotations are prepared and sent to three 
or mors business which Mil thc^ items 
listed. After the bid sheets are returned, 
they are carefully studied to see who has 
quoted the lowest prices. Orders for the 
materials and supplies are then sent to the 
various businesses. 

Words afid Plirases Y«ni ShouM Know 

Procurenr^t def^rtment 

Getting bids 

Requisition 

Specifications 

Bid sheet 

Invoii^ 

P te cu ^ ^ofl Mid RoMMr^ T<^^M 

1. What procedure takes place between 
the time when a decision is made to 
purchase an item an6 the time that the item 
is delivered for use? 

2. Select two items in your classroom or 
laboratory and prepare specifications for 
these items. 

3. Why does the process of "getting bids" 
result in obtaining the best price for an 
item? 

4. Compile a list of the items in your 
classroom which Mi^re purchased after the 
school was constructed. 

5. What occupations would be found in a 
purchasing ctepartment? 
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What Public Relations Is 

Public relations is the art or science of 
developing reciprocal understanding and 
goodwill between a person, firm, or insti- 
tution and the public. 



With this ctefinition in m\n6, one might 
wonder why a busing should be con- 
cerned with developing understanding 
and goodwill with the public. It can be 
reasoned that aii a t>usiness has to do is 
produce a good product and the public will 
buy it. goodwill or not. Well this just is not 
the case There is not much that any busi- 
ness makes today in the line of products 
which is not made by other companies. 
The automobile industry is a ^ood ex- 
ample of this. If yo'j are in the market for a 
mini car. you will find that American 
Motors. Chrysler. Ford, and General 
Motors all manufacture this type of auto- 
mobile. And the cars are all priced about 
the same. This is also true for midsize cars, 
family cars, and luxury automobiles. Com- 
petition is tough in industry: and in many 
cases, it is not the car as much as the pub- 
lic relations which the particular company 
has that helps determine sales. 



A simple example may be helpful in 
understanding the value of public 
relations. Picture in your mind two grocery 
stores. Each carri^ the same line of food 
products, prices are the same, and they are 
both the same distance from your home. At 
store A. the manager, checkers, and bag 
boys are friendly, helpful, and polite. The 
personnel at store B. however, appear just 



the opposite and give the impression that 
they do\iot care if you do busi ne^ in thei r 
store orf^ot. Now where would you prefer 
to do you^ grocery shopping? 




I 



lllil 




' How the public reacts to a business is very 
important. 

Public relations is very important, it 
has becorr^ a multimillion dollar business 
in the United States. Most large com- 
panies have public relations departments, 
and smaller compani^ usually contract 
this work to firms specializing in this area 
of business. 

Developing understanding and good- 
will depends u^n keeping the public in- 
formed, and public relations often 
becomes concerned witti methods of in- 
forming the public. This is important in ail 
organizations, but particularly with non- 
profit organizations which defend on 
government or public support in order to 
raise needed funds. VVhat type of response 
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to a fund^^raismg drive would an organs 
zation such as the Red Cross receive if it 
did not keep the public informed of its wo? k 
in helping people during times of 
disasters? It is questionable whether the 
NASA space program. depending on funds 
appropriated each y^r by Congress, 
would have achieved such success had it 
not been for the public relations work done 
m keeping all informed concerning tts 
plans, efforts, and accomplishments. 

Many Diffefmt PtiiMfcs 

When you hear someone say public 
relations, it is natural to think of the word 
' public ' as being all of the people. This is 
not necessaniy so because in public 
relations work the public means different 
things at different times. At times the 
public is one group of people, and at other 
times It involves a completely different 
group of people The public relations 
department of a targe manufacturing firm 
does work aimed at gaining the support 
and goodwill of several different publics. 
The first public, or group, involves the em- 
ployees of the firm Much work is done tn 
tflis area attempting to secure worker 
cooperation, pride in the company, 
interest, and goodwill A second public, or 
group. IS the community in which the firm 
IS located. Community understanding and 
support are desired and sought by ail 
biisinesses The third public, or group, in- 
cludes the people in a region or perhaps 
the whole nation who may be the buyers of 
the company s products ^ 

fMethods Used in Public Reflations 

In public relations work, all of the 
various devices and media of communi- 
cation are empfoyed to inform \hi* public 
about a person, firm, or institution They 
include news stories on radio, television, 
newspapers, and magazines The mail 
service is used for sending tetters, bro- 
chures, pamphlets, and booklets Many 
firms are finding the open house and plant 
tour to be successful Letting the public 



see what is happening on the inside seems 
to be of great value in public relations 
work. Personal visits by representatives o» 
the company are also helpful The list of 




Medra of alt 
relation work 



types are used in public 



ways and means used m puhht: rr^tiitions 
work is endless, but ail are concerned with 
gaining the understanding, goodwill, and 
support of the public. 

Public Relations — Everybody's Job 

One of the problems faced by those 
charged with the responsibility for doing 
public relations work is gaming the 
cooperation of all people involved, either 
directly or indirectly, with the organi- 
zation. This IS no easy |0b considering the 
large r^umber of people involved m some 
organizations. In the automobile industry, 
for example, millions of dollars may be 
spent each year attempting to gam the 
goodwill of the public. That money and ef- 
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fort can often be offset years later by a 
grouchy mecfianic compiamtng about 
how the company just slapped the car to- 
gether and did not seem to care whethor it 
held up or not The car owner may have 
had faith in the company and his car. but 
now he has doubts At times, the work of 
public relations is to undo the bad public 
relations of others Although the main ef- 
forts tn public relations may be assigned to 
a few. public relations truly becomes the 
work of everybody in the company all up 
and down the line. 

Summary 



Words and Phrases You Should Know 

Public relations 
Media of commurncation 
Multimillion dollar business 
Goodwill ' / 

Discussion and Research Topics 

1. Discuss the reasons why good public 

relations is important to a business 

2. Select a business in your community 
and discuss ways in which it could improve 
its public relations. 



Public relations is concerned with 
developing goodwill and understanding 
between the organization and the public It 
has become a multimillion dollar business 
in -the United States. The mam duty of 
those involved in public relatioris v^nrk is 
that of keeping the public informed ^oout 
the organization and attempting to gam 
their cooperation and support. Although 
this work IS assigned to only a few p<>ople 
in the organization, public relations is the 
concern of all those employed ;«i the 
organization. 



3. Discuss the reasons why your school 
system should be interested in public 
relations. 



a: Make a list of the media used in public 
relations work. 

5. What type of occupations would be 
found in a public relations department? 
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BEST con AVMIABLE 

PLANNING FOR PRODUaiON 



In retracing the Cham of events which 
resulted with the riding lawn mower being 
in the department store, we have so far 
seen why the decision to produce the 
mower was made and how the mower was 
designed At this stage it is known how the 
mower will look and t>ow it will operate. 
Can production begin? No. because much 
planning and work is necessary in order to 
get everything ready to begin production. 
What IS involved in this planning? 

The Decision to Malce or Buy 

Early in theplanning stages of produc- 
tion, decisions ate reached as to what parts 
will oe made and what parts will be bought, 
it may seem a little funny that a business 
which manufactures products buys some 
of the parts, but they do just that There are 
dozens of companies manufacturing lawn 
mowers, but most use Briggs & Stratton or 
Clinton engines on them Engines are not 
the only Items that are bought Sometimes 
the company does not havp the machin- 
ery required to make certain parts You 
may ask then why they do not purchase 
those machines'' Sometimes they do and 
at other times they do not It depends on 
the number of parts nf?rded. it ts some- 
times cheap>er to buy the parts than to huy 
the machines needed to make the parts 
Any company which makes n !awn mower 
shoiilfl bo able to make somethinq as 
simpi»>as a cottfT pin But at loss than Si 00 
pfr qross ( 144> why qo to t-ho troubte'' 

All parts of tht' mower, such as wheels, 
puiieys. belts, qears. blades, steering 
whfel and even bolts and nuts are studied 
Uifr, cufisidf.Ttfuj tf5f U)tni),it\y cart fn.iKf 



them, the decision is made as to whether 
the least expensive method is to make or to 
buy. It should be obvious why these 
decisions are made early in the planning 
stage Parts which are to be bought must 
be ordered and received before pro- 
duction can begin Likewise, for parts 
which are to be made, plans are started for 
their production. 



Analysis of Operations 

All of the parts which are to be made 
must be carefully studied to determine 
what processes are required to produce 
them. These processes ar^ called 
operations. Usually the making of parts re- 
quires machine operations (wortc per- 




these engineers t>egin to make an 
analysis of operations by carefully 
oxammmq the prototype of this new hay 
Dale' 



formed pn machines), 
bimg of parts usually requires hand 
operations (wf>rk per formed by people, 
perhaps using hand tools ) 




Eacn part is studied to determine 'he 
machine operations required 

Why must the parts be analyzed to 
determine the operations involved? The 
operations determine what machines must ' 
be used to make the finished parts. Some 




Work conditions must also be studied 
when making an operation analysis 
Ptatfopms or scaffolds may tx? needed to 
enable workers to perform their jobs 
efficientfy 
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parts are^ started and completed"*© n one 
machine Another part may requiro 
operations done or. two or three different 
types of machines before it is completed 

Some operations can be performed in ' 
more than one way A round hole in a part 
fQ» a bolt to pass through can be dulled, 
punched, or stamped Which is the btfst 
method'? The answer depends on many 
thiHQo. but always the most economical 
method IS selected. If the part must go to 
the stamping machine for other work, why 
not stamp the hole while the part is there? 
This eliminates the need tp'^movethat part 
to another machine for tl rilling or pun- 
ching. Information such as this can only be 
learned by analysis of operations. 

The Decision to Expand or Add Another 
Shift 

Any decision to introduce a new 
product ceates the need for other 
decisions to be made by top management.. 
In the case of the lawn mower company, 
just who is going to make the new. riding 
mowers?. Will it be the &ime employees 
who presently work for the company 
manufacturing the push-type and self- 
.propelled mowers? If so. then production 
on these has to stop because these em- 
ployees cannot bo making both at the' 
same time If sales, however, indicate pro- 
duction on thi? old type mowers should 
continue, it will be necessary to employ a 
new crew of workers to manufacture the 
riding type mower. If additional employees 
are hired, just whcro are they supposed to 
work? Is there room in the plant to Install 
additional machines and set up a new as- 
sembly line, or wiH it be necessary to in- 
fcrease the floor space of the plant to take 
care of these workers and their machines? 
How much wilt this expansion cost? 

0 

One method of avoiding the high cost 
of expansion is to work a second shift. 
After all. there is a tremendous amount of 
capital mvested in the plant and equip- 
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ment; but it is in only 8 hours a day, sit- 
ting idle the femaining 16 hours. Working a 
second shift makes better use of the 
facfiittes. 




Steeimaking operations continue round- 
therclock at this Bethefem steel plant. 



Let us assume that the lawM mower 
company decides on the second shift 
rather than expansion. Does this mean the 
second shift makes the riding mowers'^ It 
migr^t be more efficient for both shifts to 
work on the push-type and self-propelled 
mnwers and get the orders filled m half the 
time Both shifts can then begin manu- 
facturing the rtdtng mowers 

Hiring workers for this second shift 
becomes the concern of the personnel 
department. But no one wants all new 
workers on a shift. Some old employees of 
the company, particularly a few line 
foremen must be ' talked" into chariying to 
the second shift. 

The original decision to produce the 
riding mower came atiouX because of the 
need to keep up with the competition. This 
^ecisio*) brought about the need for other 
cistons which must bff made boforc* 
fjTofUiCVon can ovqm 
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Routing of Work 

After the analysis of operations »s 
completed and It is decided what 
operations must be performed and on what 
machines, plans are made to route the 
work through the plant. Production is 
really materials in motion. This means that 
as the material moves through the plant, it 
is worked on and finally becomes a com- 
pleted product. This movement of material 
through the plant is routed In the most 
efficient manner. In an ideal situation, raw 
materials enter at one end of the plant, are 
processed as they move through the plant, 
and exit at the other end of the plant as a 
finished product. 

In attempting to reach this ideal 
situation, men and machines are 
positioned within the plant in accordance 
wi^^) the seauence of operations to be 
performed o. the material. For example, 
for whatever must be done first on the raw 
materials, men and machines are posi- 
tioned so they can perform that operation 
just as the material is brought into the 
plant. There is no sense in moving the ma- 
terial through the entire plant before the 
first operation is performed For all other 
operations, men and machines are posi- 
tioned in just the correct sequence. 

Sequence of operations is not the only 
factor to be considered in routing the work 
through the plant. Rate (how fast) at 
'vhich operations are performed is also 
taken into account. Suppose the men and 
machines performing the first operation 
work at a rate of luO units per hour The 
men and machines performing the second 
operation on the same part, however, work 
at the rate of 300 units pernour Unless the 
plan calls for the crew of the first operation 
to begin several days before the other crew 
and stockpile parts, there is a problem. The 
solution may be three machines perform- 
ing the first operation. Regardless of the 
solution selected, the problem should be 
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This tfMt-st.'it<on morr y-qo-rnufut prr^ 

solved during this planning stage before 
production begins In a similar manner, the 
rate for each operation involved in 
manufacturing the product is considered 
to avoid bottlenecks. 

Flow Charts 

When planning the routing of work 
through the plant, engineers do much of 
their planning by making flow charts / 
flow chart ts a drawing of the floor plan ot 
the plant showing where the machines and 
work areas arp loc.ited with lines m- 
Otcating how material moves gr fk>ws 
through the plant during production The 
machines are represented by little card* 
board cutouts which are to scalp Sonu? 
people, however, prefer to use three- 
dimensional models o< the machines 
rather than the cardboard ctitouts 

Smce the layout of a plant to insure 
proper positioning of machines and work 
areas for proper routing of work is 
somewhat of a trial and error method, the 
cutouts or models are moved on the floor 
plan unt;l the best solution is found It is 
much cheaper to move cutouts or modpls 




Many fnachines are loo large to move 
This 10 0CK3 ton press at the McDonmMl 
pidfit IS an exarrrole Materials to 
\Muk^*(i must bf? routed to this press 

on paper than it is to move the actual 
machmes in trying to work out the 
solution Only after the flow chart is'com- 
pleted and approved will the machines be 
moved When mpvmg time does come, the 
flow chart is used as a plan showing exac- 
tly vyhere each machine is to be set up. 

Production work, of course, must stop 
during this setting up period. In the case of 
the lawn mower company, work would 
stop on the manufacturing of the push- 
type and self-propelled models while the 
plant IS being set up to manufacture the 
riding mowers With proper planning and 
by following the flow chart, the change 
could perhaps be done overnight If this is 
poss*t)le, the result would be no interrup- 
tion in production 

Materials Handling 

AH materials, whether they be raw 
materials, parts, materials tn process, sub- 
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Notice the means of matenats handfmg 
used at this Volkswagen plant in 
Wolfsburg Germany 



assemblies, finished products, or scraps 
'Which are produced in industry must be 
handled Dunnq the planning stage for 
production methods are selected to move 
all of this material- 
Some of the more common methods 
used in industry to move materials include 
tote boxes, conveyors, chutes, overhead 
cranes, and forklift tfucks. The method 
selected m each case depends on the 
nature of the material, its size and shape, 
and the distance it has to be moved 

How will the raw materials be moved to 
the machine performing the fir^t 
operation? How does the part produced on 
the first macbine move to the second 
machine for completion? How will all parts 
be moved to the line for assembly*^ Ques- 
tions such as these must be asked and 
methods determined. Methods for 
handling materials are decided upon while 
the routing of work and the positioning of 
machines and work areas are being 
planned One example should show the 
need for this 




tn shipbuilding alt materials must be 
moved to the place where it is being con- 
structed. 



How will the part produced on the first 
machine be moved to the second machine 
for completion? One solution is for the 
operator of the first machine to put the part 
in a tote box after he has completed his 
work on that part. When the tote box isfutl. 
ft is carried to the operator at the second 
machine. That is one solution, but it may 
not be the best. Would it be possible to 
position the first machine and the second 
machine side by side? If this can be done, 
the operator of the first machine can place 
the part m the tote box with his right hand 
and the operator of the second machine 
can pick up the part with his left hand. The 
need to carry the tote t>ox from one 
machine to the other is now eliminated/ 
Systems such as this must be planned 
before the machines are moved. Plans for 
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Talk about moving materials in a hurry, 
this unloader picks up 20-tons of ore in a 
single bite. 



the movement of all materials must be 
studied to make sure that the best methoci, 
and that quite ofton 15; the simplf^sf is 
found 




Matenals handling does not stop |ust 
because the prodt?c{ has been assem- 
t)U'(i These completed Volkswagens ato 
movPd Dy means of doubfe-decki»f 
rrMiWii/ trams to thp donlors 



Saf9ty 

Working safely, free of accidents, is 
not something that just happens. The 
safety of the workers is something which 
must be planned before production 
begins. Practically all industrial accidents 



Where plans are not made for the safety of 
workers, accidents usually happen. 

and the injuries they produce are the result 
of a combination of two factors. These fac- 
tors are: 

1 . Unsafe acts on the part of the worker 

2. Unsafe mechanical or physical con- 
ditions in the plant 

If work is to be made safe, steps must be 
taken to see that the workers do not com- 
mit any unsafe acts and that all unsafe con- 
ditions within the plant are corrected. 
Most large companies have safety direc- 
tors charged with the responsibility of 
safety within the plant 

Why should industry be so con- 
cerned about the safety of their workers? 
They cannot afford not to be concoinofl 
Most industrial workers today come under 
state unemployment compensation laws 
Briefly stated, such laws require the in- 
dustry to pay all medical expenses of an in- 
jured employee and also a certain portion 
of hts wages while he is recovering from 
that in|ury In the case of a serious iniury. 
thi? can bocomf> vc^ry oxpensivf* It is f(»ss 
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These painters are wearing respirators for 
protection against mhating paint and 
tuenes. 




This foundry worker wears spectai safely 
clothing and goggles for protection 
against burns Notice also the dirt floor 
wfiicf! IS a fMquifi'niont ^M^-n potjnfiy hot 
metals 




htearing protectors are a safety device 
worn by workers in plants where noise is a 
problem 



expensive to hire safety personnel and to 
do everything possible to make the plant 
safe. 

The elimination of unsafe acts on the 
part of the workers is the goat of safety 
training. Proper methods of using the 
machines, need for following safety rules, 
and the importance of using and weanng 
safety devices and clothing are stressed 
durinn this framing Hopefully, with this 
training and good su{:»rviSion. unsafe acts 
of the workers can be controlled. 

In the elimination of unsafe 
mechanical or physical conditions in the 
plant, plans must start early to make the 
plant safe. During the routing of work and 
the location of machines, the safety of the 
workers must always be considered is 
there ertough space for the operator to 
work at the machine? Are aisles wide 
enough for workers to pass without being 
too close to dangerous machines'^ Is there 
safe access to every place the workers 
must go? Is there adequate light for the 
operators'^ If mechanical means of 
materials handling are used, are the 
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workers protected from being caught m or 
struck by them'? Questions such as these 
must be asked and solutions found before 
machines are moved prior to production 
Machines must be inspected to see that 
they are in good operating condition 
Proper guards should be installed on ail 
machines 




Many companies conduct classes m 
safety for iheir employees during the 
normal working oay 



The safety of the workers is very im- 
portant No-accfdent work records can 
only be had with proper planning After an 
accident happens and workers are injured, 
It IS too Into 

Jigs and Fixtures 

Tooling-up for production involv^^s 
moving machines, work tables, and work 
areas into location to allow for the correct 
routing of work It also includes designing 
and making jiqs and fixturps which are 
needed during production Jigs and 
fixtures are devices used to correctly 
position or hold a pieco of work with tho 
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tool performing the operation The ad- 
vantages include 

1 Helps reduce manufactuhng cost 

2 Helps assure accuracy 

3 Reduces the skill required to perform 
operations 

4. Enables machines to perform ad- 
ditional operations 

Let us examine closely a job that an 
operator of a dnll press performs- He drills 
four holes in the base plate as shown on 
the drawmg below. 




^ ^ ^ 4 ^ 



^ b« at «^ pW« 

In f^rtorming this job, he first lays out 
the work This requires making four 
measurements and drawing four lines to 
locate centers t>efore he drills the holes. 
This method is fine if he only has one or 
two base plates to drill, but suppose he has 
several thousand to do A faster and more 
accurate method is to design and con- 
struct a |ig which fastens to the table of the 
drill press This )iq wiM correctly position 
the wc'K for the operator 

With the aid of the jig , the operator has 
only to place the base plate in the fiisl 
position and drill the hole He then slides it 
to the second position and drills the 
second hole, and so on. By using thisjig. 
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there is no need to lay out e^t^ piece. This 
process saves a great deal o^ytime. If the 
operator does not waste time (^itioning 
the base plate before drilling, monstimeis 
saved. When time is saved, money ^^ved 
t}ecause the operator is probably betiig 
paid by the hour. 

This is not the only advantage of using 
the jig Two otner factors are equally im- 
portant. First, ail of the base plates drilled 
in this jig are the same, which is very im- 
portant in this day of interchangeable 
parts And second, the operator does not 
have to be as skillful, he does not even have 
to know how to measure with a rule, so he 
does not have to be paid as much as a 
skilled worker 

.iigs and fixtures should be designed 
and constructed for ait operations where 
they will be helpful. Although in a few 
cases they are expensive, in most cases 
they can be built from scrap material. Jigs 
and fixtures can be constnK:t^ to assist 
workers doing assembling operations. 
Devices for holding materials while they 
are being glued or fastened prove to be 
very time saving. 



Packaging the Product 

Plans must be made for the packaging 
of the product prior to beginning produc- 
tion. Packaging is done for several 
reasons. Sometin^s if is to hold the 
product as would be the case with cement, 
paint, powdeK poultry feeds, toothpaste, 
or any type of liquid product. With other 
.products, packaging is done to protect the 
product from damage during shipping. 




This pacemaker can mean the o'ifference 
between life and death to somrone with a 
heart block. The package is made of 
styrofoam to protect the pacemaker dur- 
ing shipment to a hospital. 



Radios, clocks, refrigerators, hair dryers, 
and sewing machine are examples of 
products which are packaged taprotect 
them during shipping. Packaging is also 
done to make products easy to handle. 
Products put into square or rectangular 
shaped boxes are easy to stack and take 
less room. 

Many types of materials are used to- 
day to package products. There are bot- 
tles, jars, cans, drums, boxes, crates, bags, 
and sacks They can be made from metal, 
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wooa. paper, cardboard, cloth, or plastic. 

in planning for packaging, the rate at 
which it is done is carefully studied to in- 
sure that t>ottienecks do not occur to stow 
up production. The most suitable way to 




After these loaves of bread have b^n 
sliced, they move by con^yor to this 
machine where they are packaged into 
wrappers 

package is also sought, At times, the size of 
the package is greatly reduced by not com- 
pletely assembling the product A push- 
type lawn mower, for example, requires a 
very large box if completely assembled. If 
the handle is not betted to the base, 
however, the package >s much smaller. 

Many products are often packaged 
twice to make them easy to handle Soap, 
toothpaste, shampoo, canned food goods, 
and many other small items are usually 
packaped m boxes containing several 
dozen, making them much easier to ship to 
the wholesaler and retailer In packaging, 
everything must be tattled to identify what 
the package contains Other special 
instructions such as This Side Up," 'Do 
Not Use Hooks/' and "Do Not Stack/* must 
be labeled where they apply 

The reason for packaging, the method 
Of packaging, the type of packaging, and 
the rate at which products are packaged 




F;f m at this Kodak plant ts first packaged 
in single units and then repiKkaged into 
boxes for ease of handling and shipping. 




This worker is packaging V-Belts. This 
simple type of retainer will make it easy to 
identify the belt as to size and type 
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This riding movrar is first fastened onto a 
pallet which will allow it to be easily 
moved by fork-lift 



are carefutiy studied. Based on this study, 
plans are made to insure that nothing is 
overlooked t>efore production begins. 
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These 13-ton crawler tractors are being 
sent half around the world to Burma 
Special crating is required lor protection 
during the journey 



Inspectton 

Why inspect? — \t is commonly 
believed that inspection involves examin- 
ing a finished product to determine if it has 
been made correctly. Although some 
inspection is done for this purpose, this is 
not the main reason for inspection. The 



main reason is to eliminate the waste of 
working on defective materials and pro- 
ducing faulty products. Every time a 
defective product is manufactured the 
company loses not only the materials in- 
volved. but also the wages paid the 
workers to produce the effective product, 
as well as the loss of an aa;eptabie product 
which could have t>een manufactured in 
the same amount of time. Most of the in- 
spection done in manufacturing plants, 
therefore, takes place before the product 
has been completed, 

• Another good reason for inspecting 
while the product is being built is to learn 
just what is t^ing done wrong when 
something is found defective so it can toe 
corrected. Most work done on machines 
will t>e correct, provided the machine is 
properly adjusted and set up correctly. If 
the machine starts to turn out faulty work it 




A visual inspection of these circular saw 
housings is made as they are removed 
from the minting racks and placed on the 
conveyor belt. 



is probably out of adjustment or set up 
wrong. If caught in time, it can be cor- 
rected before too many faulty parts are 
made. This would not be possible, how- 
ever, if products were only inspected after 
they were completed. 

When to inspect? — All work in a plant 
employing thousands of workers cannot 
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be inspected This would require too much 
time and would be very costly It is im- 
portant, therefore, to know when to 
inspect. There are some general rules 
about when to inspect These are 

1 Inspect ail materials purchased — 
be sure you receive what has been ordered 
and that it is not damaged. 

2. Inspect before starting time-con- 
suming or costly operations Do not waste 
time or money performing work on defec- 
tive materials 

3 Inspect before starting operations 
which could damage or jam machines 
Example Do not rum planer knives by 
running boards with nails through planer. 

4 Inspect before starting assembly 
operations which are difficult to take apart 

6 Inspect finished products before 
they leave the plant 




These electrical components are 
cafefully checked before being assem- 
bled into the product 



Who Will inspect? — Much of the 
fnsj:»ction mentioned in the rules above 
can be done by the production workers if 
they are instructed properly in most 
cases, the workers must pick up the 
material to position it on the machine or 
install it on the product. While doing this, a 
quick visual inspection of the material c^in 
be made. In most cases, this is ail that is 
necessary to determine if material is 
acceptable or faulty. Having the produc- 
tion workers do this inspection while they 
are performing their work greatly reduces 
the number of personnel required to do 
only inspection. 

There are times when materials re- 
quire more than a visual inspection to de- 
termine their condition. Special testing 
equipment, requiring a great deal of tram- 




More than 8.CKX) inspectors maintain a 
constant watch to insure quality at Volks- 
wagen plants m Germany. This inso^tor 
checks a magnesium crankcase half after 
machining. 
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ing for operation, must sometimes be 
used Mechanical products, such as 
engines, must be run to detemine their 
performance In these cases, specially 
trained inspection personnel must do the 
inspecting. 



During the planning stage of produc- 
tion, careful consideration must be given 
to inspection. Who will inspect and when 
ins(^ction wilt be done must be decided 
Sp^iai instruction may have to be given to 
production workers concerning inspec- 
tion. 




These engineering and production 
technicians run a set of programs to make 
sure these computers are operating 
correctly 





4i. I 




This employee checks auto equipment 
papers at the Ford Wayne Michigan 
assembly plan! 



Careful attention during the trial run 
should be d^foted to inspection, making 
sure that alt |>ersonnel are carrying out 
inspection procedures correctly. 




Electric mptor fields for Black & Decker 
power tcK)is are inspected at the end of the 
subassembly lautomatic winding line. 



TrM Run 

Regardless of the amount of planning, 
it is always a good idea to conduct a 
trial run before beginning prcKjuction. This 
trial run is similar to a dress rehearsal, it is 
the last chance to get ail of the ' bugs" out 
before the big show starts. During the trial 
run. production is actually performed. As 
work is completed on each machine^ each 
piece is carefully checked to see that it is 
t^ing made correctly. If not. adjustments 
are made The routing of work is watched 
closely, and if bottlenecks occur, thoy are 
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corrected. Systems worked out in advance 
for materials handling are tested to see if 
Ihey are moving materials as intended 

This trial run provides an opportunity 
to make sure that all workers understand 
exactly what they are supposed to do. If 




Making sure each worker knows exactly 
what he ts to do is one of the reasons for a 
trial run 



problems arise, the foremen show the 
workers what they are doing wronn and 
what must be done in order to do the job 
right. As workers are not rushed during 
this run. they have the time to straighten 
out mistakes 

One last advantage of the trial run is 
that it offers the opportunity to make sure 
t' at ail. necessary planning has been done. 
If something has been overlooked, it 
should show up; and it can be corrected. 

Summaiy - , 

After It IS known exactly what the 
product IS. ' how it looks, and how it 
operates, much planning and work is done 
t>efore production can begin. Decisions 
are reached concerning who will make the 
product and where it will be made. Such 



decisions may require expansion of the 
plant, possibly working another shift and 
the hiring of additional workers, it is also 
docidod what parts will be made m the 
plant and what parts will be bought 

* 

Work IS performed to analyze each 
part of the product to determine the 
operations required in its production 
Plans for the routing of work during pro- 
duction are made. Such plans take into 
consideration the positioning of ma- 
chines, methods of materials handling, 
and the safety of the workers Jiqs and fix- 
luros are design^ arTd constmcird to 
help speed up the work and. theinforp u^- 
duce the cost of production 

The last step in planning for produc- 
tion consists of a trial run. This is the final 
check to make sure that nothing has been 
overlooked before actjai production 

ii^ins. 

. Words and Phrases You Should Know 

Analysis of operations 
Second shift 
Routing of work 

Sequence of operations 
Rate of operation 

Flow chart 
Materials handling 
Unsafe act 

Unsafe mechanical or physical condition 

Tooling-up 

Jigs and fixtures 

Packaging 

Trial run 

Diseussion and Research Topics 

1 Make a list of things which must t% done 
before production of a product can t>egin 

2. Assume that the enrollment in your 
school will double next year. Discuss some 
ways which the over-crowded conditions 
could be solved. 
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3. Select a pte<^ of furniture in your 
classroom and make an analysts of 
operation for that item. 

4 Sketch a floor plan of your school 
' cafeteria. Now make a fiovy chart on this 
plan showing how students move through 
the cafeteria from the time they enter until 
the time that they leave Are there any 
bottlenecks? If so, how could they be 
eliminated? 



5. Select two different Items in your 
classroom and discuss whether or not the 
items had to be packaged, and if so, why? 

6 What types of occupations are required 
to properly plan for production? 
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PRODUCTION 



Production can be thought of as that 
part of the manufacturing process where 
natural resources are changed into useful 
products, tn a furniture factory, wood is 
changed into products such as chairs or 
tables. Metal, plastic, rubber, glass, and 
fabric are changeb to become a car in the 
automobile industry. Production is ac- 
tually the process of making things- 

The Old System 

Some time ago. all things were made 
on an individual basis, mostly in small one- 




man shops. A skilled craftsman., con- 
tracted to make a chair, carefully selected 
the wood needed to complete the job. He 
then made the legs, back, seat, and arm 
resits. After all of the parts had been c-um- 
pieted. he assembled them to make the 
chair. After sanding, he applied the desired 
finish. More than likely, if the chair was to 
be delivered to the customer, this same 
craftsman also did that. 

The point is that with the old system of 
making things one worker u&uaily did the 
entire job from start to finish. Such people 
took d great deal of pride in their workman- 
ship. 

Modem Mass Production 

With the exception of products made 
in the home workshop and a small amount 
of custom work, most things made today 
are not produced on an individual basis. 
The industrial Revolution, machines, sub- 
division of labor, interchangeable parts, 
and advanced technology have alt been 
responsible for changing our methods of 
production. Most products today are mass 
produced in large- factories. No longer 
does one person work on a product from 
start to finish. 

in a modern furniture plant today we 
may find a htiRdred workers ail having 
some part in the making of the chair men-, 
tioned in the example above. Each worker 
performs some operation on the chair and 
repeats that sdme operation over and over 
on chair after chair. Working together 
these 100 workers can produce 100 chairs 
in approximately one-fourth the time it 
M'Ouid take an equal number of craftsmen 
to build one chair each There is no 
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their jObs with! amazing speed and ac- 
curacy \ 




New cars roll out of the plant every few 
seconds - 16 hours each working day at 
Volkswagen s home plant in Woifsburg, 
Gprmanv 



Because eadh worker does only onv 
operation and.rejl^att it again and again, 
his job can be stutlied to find the most ef- 
ficient way to do it. This is called time and 
motion study. Through such study, the 
best metliod to do the job can be learned, 
and all lost motion, unnecessary action, 
strain on the worker, or inefficienLwork 
hahit^ nan he eliminated The j^iped at 




douDt about It — Mass production gets 
things built much faster than can be done 
on an individual basis 

But rate of output is not the only ad- 
vnntagp of mass production Let us look at 
the training requirements of the craftsman 
who does the complete job as compared to 
the pro'^uction worker who performs only 
one operation The craftsman must know 
how to use all of the machines and tools 
used in making the chair He must also 
knpw how to perform ail of ti iv? operations 
required to make the chair Training such 
as this may take years. The production 
worker, because he only performs one 
operation, needs to be taught how to 
operate only one machine or one tool. 
Such workers can be trained in a very short 
time f\/1ost workers can be given the 
instructions needed to perform their 
operation m only a few minutGS After that 
It may take several hours or several days 
for them to become really skillful at the 
task But in this short period of time, they 
do become highly skillful and can perform 




Assembler at IBM plant wires computer 
panels with the aid ot the coniputi'f 
controlled systfMii ttiat sfie is watcfiiiKj 



which most production workers per jrm 
has been brought about through the ef- 
forts of time and motion study 

Steps in Mass Production 

Mass production can be dividf^j into 
three major steps These are: 

1 Parts manufacture 

2. Subassembly 

3 Final assembly 

Most products which are used tr)day 
went through these throe steps before tticy 
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came to «is Let us see what is involved m 
each one 

Parts .Manufacture 

Most products are made up of a com- 
bmation of many parts Just withm your 
home the refrigerator, dishwasher, 
garbage disposal, toaster, oven, stove, 
washing ntacfnne. ciothes dryer, furni- 
ture. Clucks, radio, stereo, television, 
lamps, sewing machme. and hair dryers 
are products made from many parts Parts, 
of course, are such items as gears. pulSeys. 
belts, springs, bushings, rods, valves, 
brackets, hoses, clamps, nuts, bolts, 
housings", and body shells. Such parts 
alone have no practical value, but when put 
together with other parts, they become 
useable products 

The first step toward producing a 
product IS to make all of the parts required 
to buifd It Each part, whether large or 
small, must be rhade to exact size, shape, 
and description so t hat all are exactly alike 




Parts must be made before any products 
can be assembled 



This makes them interchangeable, which 
is a requirement for mass production 
interchangeability allows parts to be put 
together with other parts without bemg 
hand fitted For a particular engine size, 
connecting rods and crankshafts are made 
to size so exactly that any rod will fit any 
crankshaft and will operate smoothly 

Parts may orfnay not be made by the 
company that actually makes {assembles) 
the finished products which are sold to the 
customer An automobile assembly plant 
may buy finished parts and subassem- 
blies from hundreds of companies which 
have contracts to supply them with such 
items The machinery, setup and methods 
of work required to make parts cire very dif- 
ferent from those needed for assembly 
work 



Subassembly 

Because it takes so many parts to 
make a finished product, the parts are 
usually first put together into units called 
subassemblies These subassemblies are 
then combined with other subassemblies 
to make the finished product. This may 
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Completed subassemtty- These* heavy 
duty torque converters are now roady to 
be sent io the final assmbly line to be 
installed tn off-highway vehicles 
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sound like duubU? work Why not just 
assemble all of the parts once into the 
finished producf^ So many parts afo in- 
volved that the assenibhnq process wotild 
t)c too lur.g tind compit'^ and wuuM ft*-' 
quire so much space that it would be nef- 
ficient An automobile for example, is 
made up of thousands of parts This is too 
large a number to assemble at one time 
and place Therefore, subassemblies are 
first made, such as an alternator and a 
starter motor each of whirh rnntams 
around 60 parts A sut)assembly called a 
fuel pump has about 30 parts, while a 
carburetor can have over 100 parts But 
evert such subassemblies as these are still 
loo many to work with during the final 
assenibiy of an automobile. So the 
alternator starter motor, fuel pump, and 
carouretor are combined with other 
subassemblies to make an automobile 
engine 

Subassemblies can be made at places 
other than where the fmal assembly takes 
place In fact, thousands of companies 
across the natio'i make subassemblies 




These Western Electric employees are 
putting together pushbutton dial 
subassemblies When completed, these 

;in^j Othor suhasserriblos wHI bo cnmbirif^j 
in the final assembly area into telephones 
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which are shipped to the aircraft, 
automobile, and appliance assembly 
plants 

Pai ts ate put together into subassem- 
blies on production fines called subassem- 
bly lines These are like the fmal assembly 
lines except that there is less variety of 
parts and work 




Vartstors are soldered into network on a 
telephone subassembly line at this 
Western Electric plant 

Fmal Assembly 

Making the finished product — the 
television, automobile, or refrigerator — is 
done during this last step of mass produc- 
tion called final assembly, ft is here that ait 
subassemblies and parts are put together 
In most cases they are fastened together 
by such means as nailing, gluing, welding, 
riveting, clamping, or by using screws or 
nuts and bolts. 

The principle of final assembly is qu^te 
simple, Workers, equipped with the tools 
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needed to p^Mforni their operation and a 
stockpile of whatever part or subassembly 
they need are positioned along the assem- 
bly Ime The unit to be worked on movt^s 
along tne assembly line by mt^ans ut 
conveyor belt, overhead carriage, track, or 
whatever method is appropriate As the 
unit moves to thfir position the workers 
ptvform thoir opercUion which usually con- 
sists of installmq a suhassprnhly Wf^on 
compl(»ted th.c unit mowt?s tlown ttu* hnr 
and a ru^w unit comrs to thcu position 
Thf^y ptnlorrn th<»SiirTie operation aqam on 
this unit 

In an automobile assembly plant the 
process begins with a chassis frame being 
put on the assembly line As it moves down 
the line, parts and subassemblies are at- 
tached About one and a half hours later 




After the body of an automobile is 
lowered onto the chassis, the front end <s 
put in place Thpse omployefis arr? sf^on 
h*^fp stfpnnq the front Pnd into position 



the last operation is performed when a 
worker drives the finished automobile off 
tfH? assr^mbly line Votkswagcm builds over 
6000 cars m a single day by working two 
eight-hour shifts at their plants This means 
tha* tney have about six cars p^?r rninute 
roiling r;ff tr.^'T assembly linos 



As was stated, the pnnciph* iif final 
assembly is simple, but putting it into 
effect IS another story For it to work ef- 
ficiently requires a tremendous amount of 
planning, coordination, and money The 
large amount of money required mak«»s it 
impractical to even consider the riiass 
production process unless a very large? 
number of units are to be built Much of the 
expense involved m setting up an assem- 
bly line goes into the conveyor system, 
which IS required for efficient operation In 
an automobile assembly plant all of the 
subassemblies and parts move by 
conveyor systems to the worker who will 




Notice the method used m lowering this 
body shell as it is mated with its chassis 



mstall them And. for many of the 
subassemblies, special hoists are needed 
to hft them into position so that they can tK? 
installed in the automobile 

Many assembly plants not only have 
mam assr»mhly lines tfu^y h;ivp U'i*<U*t 
lines as well As the name implies, some 
assembly is done on these linos, and the 
completed work is fed rnto the mam 
assembly line for future assembling onto 
the unit being built 

An understanding of final assf;mb!y 
should help you to appreciate the nec^^s- 
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sity of mtf^rchangeatale parts and the 
reason for assembling parts into 
subassemblies On the line, workers select 
a subassembly from among the hundreds 
whicti have bt»<^n movml to tfit^m. and if» 
stall it into the unit beinq built Any sub- 
assembly will fit. boiMuse ol tho idea of 
interchanqpablo parts Because every- 

tnincj must ho niMv^'d to ttn- woi Kfis nn tl t- 
line/ It IS mofo offtciont to movi* sub- 
assemblies than the hundreds of small 
parts which LOftiposr th«:fn 

The designing and engineering of a 
riding mower have been discussed m 
another section What about the actual 
production of the mower'^ The mower con- 
tains a total of 255 parts <not including 
standard hardware, such as screws., 
washers nuts and bolts) Someof thepaits 
are purchased under contract from other 
companies, but most are made by the 
manufacturer oi' the mower The parts are 
put together on subassembly lines into 
seven mam subassemblies These are fed 




This International Harvester Cadet 55 
n)owf?r contains 255 parts excluding stnn ■ 
dard Hardware 



onto the final assembly Ime where the 
nv'>w*w fX)rnpjo1f*^i Ar)f)roximatffly 200 
mowers of this type are buiit each day 



Summary 

Production, changing natural 
resources mto useful products, no longer 
IS done on an individual basis Today most 
products are produced by means of mass 
production 

Mass production usually consists of 
parts manufacture, subassembly, and final 
assembly flaking use of interchangeable 
parts, subdivision of labor, and modern 
technology, products are cumplett^d ofi 
the assembly Imes at amazing speeds 

This method of production requires a 
tremendous amount of planning, 
coordination, and money to make it ef- 
ficient Because of the cost involved in set- 
ting up for mass production, a large num- 
ber of units must t>e produced for it to bi> 
practical 

Words and Phrases You Should Know 

Production 
Interchangeable parts 
Mass production 
Time and motion study 
Subassembly 
Subassembly line 
Final assembly 
Feeder lines 

Discussion and Research Tc^iics 

1. Discuss which items in your classroom 
were built by mass production techniques 
and which items were built on an individual 
(custom) basis? 

2 Who IS credited with introducing the 
idea of interchangeable parts? 

3. What was Henry Ford's mam con- 
tribution to modern industry? 

4 Should more inspection bedoneduring 
parts manufacture or durmg final 
assembly"^ Defend your answer 

5 What occupations are found in 
production work? 
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DISTRIBUTION 



Distnbu^on is !he process of getting 
the finished product from the place where 
it IS manufactured or processed to the cus- 
tomer who v.'i[l use it Practically nothing 
that you or I buy today is bought directly 
from the manufacturer Most of our huymg 
IS dont* at retail stores, and practically 




f^Mtiiil Stores play an impoftatit r uU* in ttH* 



nothinq whicri fhPSt* sforps tuiy pur- 
chased directly from the manufacturer. 
Retail stores do most of their buying from 
wholesale houses who do their purchas- 
ing from the manufacturers The usual 
cycle of distribution is from manufacturer 
to wholesaler from wholesaler to retailer, 
and finnliy. from retailer to customer 

Whofesaling 

Mos! goods and products are sold 
'J«''<'rjiy t)y truf manufacturf'f to wfiole- 



salers The wholesaler, sometimes 
referred to as the middle man. buys in 
lai q*? quarititics It is not unusual for onv or 
two wholesalers to buy rJI of the prodiicts 
produced by the company WholesaUMs 
make their money by buying at a low puct* 
and soiling to retailers at a highor pricp 
The price which the wholesaler gets wfion 
tie buys from the manufacturer is called 
the manufactiirer's price It is som(»tinit»:, 
as much as 40"o to 50^o less than tht* suq^ 
gested retail selling price which the final 
customor pays for the product 'Thr whoU?- 
saler takes delivery of the products and 
PiJts them in warehouses istornst until 
ttiey are sold to retailers The price that Hh; 
rotaiier pays may be 20^'o to 3()'^. \oss Innn 
the suggested retail price you pay for ftir 
pfoduct wfiPfi purchased in th<» st«»f» 

Tfie wfiolosaler does not n«-<.rssaMlv 
make a profit of 20^o on all items ho hcUi- 
dies Remember that profit is the money 
left over from sales after all expenses have 
been paid The wholesaler has a lot of 
expenses He has the expense of 
mamtammg the warehouse and personnel 
to operate it. salaries and commissions for 
office workers and the sales force, plus the 
cost of materials handling. This materials 
handling is not only inside the warehouse, 
but also includes delivery of the products 
to the retailers. 

Retailing 

Most of the articles you see m stores 
are bought from wholesalers. They are 
purchased at a wholesale price, but are 
sold to the cusiomer at a pnce known as 
the retail price By the time the merchan- 
dise gets into the hands of the customers it 
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has already been sold twice before, mak- 
ing this the thffd sale 

Although the retailer bought the 
niorchandise for 20% to 30^o less than tt 
sold for. hfs profit is not that much He. like 
the wholesaler. ?-..is a lot of expenses He 
has his store building to maintain, wages to 
pay to sates . personnel . insurance, 
advertisement costs, and maybe the 
expense of delivery service 

Selling Direct 

If ;i coFT^pany fnanuf<ictiift'S a product 
wt)H:h stfHIr, for S TOO 00 tn thp custonuM th^it 
IS qtunq to nsv ft. why in thr world cJoi»<i thi» 
cofttpaoy soli it to n wnolrsalor for S55 00 
or S60 OU If sooms that tho company is 
losinq S40 00 or S4f) 00 on ttin! oroduct by 
nc?t splhnq dnrctly to fti^ customof Th*^ 
^:fich** it tnkf'S nionf»y make mont»v. 
.ipplM»s hvfi' In ofd^M fuf ihr marhilactuf - 
inq company to bvU dift-ctly to tho cus- 
tofTiMr it fTujst havM a tMtail storo or stofos 
This rxpiMisiv pUis all of Ihr additional r»x- 
pfns#»s invrHv**d «o opfMHtinci thf stof* . 
aniounts t^) miK h FiuHf* Ifian ff^* appaj«»f^t 

Buying Direct 

As customers, we ivv\ tfiat it wo could 
t)uv evtnything Wf3 needed directly from 
the manufacturer, we could buy at a much 
cheaper pnce because wo would be 
phfTimatmq the wholesaf^M arid the retailor 
This belief is partly right, but not corn- 
pUM*»ly Trie manufactiirer s price isalways 
1 j^'t^'f mmi.Mj f)y tiis procJuction expenses 
pjfis a r^'fisofwU")!*' pf()fj! H** usually <i<'*'S 
t)<)\ \^f'i.f)nu' involv*-<i tn distl iholM if ) f-iu! H 
hi' an<l that is wf lat t^app^Ms il <.nstn 

ftu>fs tniy dtff'Ctly Uon) hirn. tn-'ii thp i-x- 
p. . ()i Misff liiutinn IS add^'ri to tti<Mfi,if im 
f K.tnf**r > pfM *» AM*M all hf» ri<*f'(^s p^'f 
'.nf)fU'\ \') n,ifHlli' sale's aff^l ttii* {)«iprf work 
irv^,/)ivi'd Wftr sal"S 

A r /?T;p..in'»- > '1- > ijiK'ctiy ftu. 
pubhc but when they do. the cost of the 



product includes the distrit)utton cost 
Although the pnce is a tittle tower than the 
price asked at the retail store, it is higher 
than the pnce which the wholesaler pays 
When buying directly from the manufac- 
turer. it is usually a "sight unseen sort of 
thing You do not have the oppoitunity to 
examine the product before purchasing, 
M(»t people prefer to shop and look the 
merchandise over carefully before buying 

Chain Stores 

Most chain store organizations such 
as Sears. Penney s. Western Auto, 
Gibson's and many of the food store 
chains, do most of their buying directly 
from the manufacturers or producer, 
rather than from the wholesalers. Often the 
organization arranges to have the 
manufacturer put its chain brand name on 
the product during prodfiction or its label 
on It dunng packaging 

These chain organizations are so large 
that they do their own wholesaling and 
warehousing. They supply their retail 
stores from these warehouses Because 
tfn^y buy in such volumfv thry cjtft inei 
ch.^ndise at pncos which nr(» ns (jood and 
sometimes better than a wholesaler could 
buy Such savings can be passed on to the 
customer at their retail stores As the 
parent organization owns the warehouse 
and the retail store it can afford to make 
slightly less profit at each place, whereas 
the independent retailer must make all his 
profit m the store. The targe chain organi- 
zations have these two sources from which 
to make their profits 

Franchised Dealerships 

Thf? automobile industry m this coun- 
try operates without wholesalers by selling 
their products directly to the retail outlets 
These retail outlets are the thousands of 
franchised dealers for the various 
automobile manufacturers These fran- 
« Jus<»d dealers are inr<*»pf»nfjf »nt 
businessmen who purchase the right to 
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Inside view of a Ford Mofor Company 
dealership. 



set up a business and seii a particular type 
of automobile from one of the manufac- 
turers Although the manufacturers sell the 
right to independent businesses to handle 
their products, they reserve the right to 
take away that franchise if the businesses 
do not live up to certain conations pertain- 
ing to sales and servicingyfn this way, the 
manufacturers keep up high standards m 
regard to the seri/icing o! their products 

Summary 

The procoss of getting finished 
products from the manufacturer or 
producer to the customer is called dis- 
tribution. Usually after a product has been 
completed, it is sent to a wholesaler. From 
there it moves to a retailer who operates a 
store of some type Most of the selling of 
products to customers take place at these 
retail stores 



Words and Phrases You Should Know 

Cycle of distribution 
Wholesaling 
Retailing 
Direct buying 
Retail price 
Wholesale price 
Cham ofganizatton 
Franchised dealership 

Discussion and Research T(q»lcs 

1 What does distribution involve? 

2 In the process of distribution, what do 
the words "middle man" usually mean'^ 

3 Explain the difference between 
wholesaling and retailing. 

4. What occupations are concerned with 
distnbution? 
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ADVERTISEMENT AND SALES 



All husmt^ssi*^ flujst Sf M \hv qooiis ui 
sorvtcps which they maniitactiirt? oi 
provfde This «s a basic fact of bnsint'ss 
The money feceived from sales makes ft 
possible for a busmess to meet its payroll, 
p^y mortgages on biiildings and 
fcjuiprnent. and purchase new materials 
wrth which io continue operations. 
Without sales, no busmess can sutvive 

Advertisement 

Rpgardless of how great a product 
may be or what a good buy ft is. sales just 
do not happen by themselves People must 
be made aware that a certam product is for 
sale The purpose of advertisement is to 
bring a product to the attention of the 




Outdoor adveftisement such as this 
roadside sign attract the attention of 
passing motorist 



public. Television and radio commerciats, 
and newspaper and magazine ads are four 
different media used to advertise, but all 
have the same purpose. That purpose is to 
put a product before the public. 

Advertisement is a muitibiiiion dollar 
business in the United States^ Every 
business, large or small, must advertise its 
product; however, most companies are not 
large enough to have advertisement 
specialists in their employ. In this case, 
they contract their advertisement needs to 
agencies, specializing in this line of work. 
One advertisement agency may do this 
work for hundreds of businesses. Some of 
the larger corporations have their own 
advertisement departments. 

Kinds of AiTvertisefiient 

All advertisement is intended to in- 
crease sales volume: however, it is not all 
designed to bring immediate results. There 
are actually two kinds of advertisement. 
Some are designed to increase sales 
immediately, while others are concerned 
with long term results. 

Promotional advertisement ~ This 
kind" of advertisement features a parti- 
cular product or service and is designed to 
increase sateis immediately. Most ads 
appearing in tl^ daily newspaper an- 
nouncing a sale at a supermarket or 
department store are examples of this type 
of advertisement. 

Institutional advertisement — Build- 
ing goodwill for a product or service is the 
purpose for which this kind of advertise- 
ment is designed. AH of the auto^iobile 
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makers use this kind of advertise- 
ment.Comrnerciais on television em- 
phasizing the research, engineering, and 
testing that go into making an automobile, 
or the service offered after it is purchased, 
are examples of this kind of advertise- 
ment. With today's emphesis on ecology, 
many firms show and tell what they are do- 
ing to fight pollution through institutional 
advertisement. Such advertisement is 
aimed at developing goodwill for the com- 
pany, which in the long run will result in in- 
creased sales. 

Nation^ Regional, and Local 
AchmrtfsenMnt 

Advertisement, to be effective, must 
reach the buyira public. Whether 
advertisement should be national, 
regional, or local depends on the product 
market potential. Television set.s. kitchen 
appliances, and automobiles are examples 
of products sold throughout the country; 
therefore, national advertisement is- in 
order to help sell these products. Winter 
sports equipment, such as ice skates, 
hockey sticks, and skis are not advertised 
nationally because no market exists for 
such products in many of the south- 
eastern and southwestern states. Regional 
advertisement covering the areas of the 
country where a market exists for such " 
items is the type used. Many bakery 
products, particularly bread because it 
loses its freshness quickly, can only be dis- 
tributed in the local area where it is made. It 
IS logical that advertisement for this 
product be done locally. 

Both rational and local advertise- 
ment are oHen used to attract the attention 
of tf>e buying public for some products. 
The Ford Motor Company is interested in 
national advertisement for its cars: but a 
dealer selling Fords would be more 
interestedin using local advertisement to 
put the name of his dealership before the 
public in his area 



Cost of Advertisement 

Many large corporations spend 
millions of dollars each year advertising 
their products. This is not at all unusual in 
the automobile, foods, soap, clothing, or 
restaurant industries, to name only a few. 
Who pays for ttiis advertisement? The 
answer Is you and me — the consumer. 
Advertisement, jus. 'ike the money paid for 
materials to manufacture a product or 
wages paid to workers for assembling a 
product, is part of the expense of doing 
business. Like material costs and wages, 
the cost of advertisement is added to the 
cost of the prodiKit and passed to the con- 
sumer. 

Stfes 

As has been mentioned, sales are the 
fife blood of any business organization. 
Whether the organization produces a 
product or offers a service, that product or 
service must be sold to someone. Without 
sales no business can continue 
operations. 

For sales to take place, there must be a 
seller and a buyer. This is the consumer. 
People have a tendency to think of the 
seller as being someone who operates a 
store and the ^nsurr^r as being the 
general public who purchase products to 
meet their needs or pleasures. This 'is 
correct, but it is not the whole story of the 
seller and consumer. Manufacturing 
industries produce products to be sold, but 
they are also large consumers as well. In 
fact, businesses of ail types are t>oth sellers 
and consunrters. 

The lawn mower company we have 
been tracing wilt sell the riding mowers 
which it manufactures. But it is also a con- 
sumer of the products of other industries. 
They must buy parts and subassemblies 
from other companies to assemble the 
mowers. Companies which sell parts and 



subassemblies are also consumers, as 
they must buy materials- from still other 
companies to make their products. 

Most products that you and i buy for 
our own consumption or use have already 
been bought and sold perhaps twice. For 
example, this would be true if you pur- 
chased from a department store one of the 
riding mowers. The. department store, a re- 
tailer, purchased the mowerlrom a whole- 
saler, who purchased it from the manu- 
facturer After several yearsof useyou may 
trade the mower in on a nevker model. But 
even this may not be tfw end of the mower, 
because the dealer may resell it as a u^ed 
mower to still another customer. 

Retail Setting - 

Most products used by the general 
public are purchased, through retail 
outlets. This means the product has al- 
ready moved from the manufacturer or 
producer to the wholesaler and then to the 
retailer where it will be sold to the buying 
public. There are four ways in which retail 
selling takes place. You and your family 
have probably purchased items through 
each of these four ways Let us examine 
each to see what is involved. 

1 . Over-the-counter selling. This type 
of retail selling is done in stores of ail types. 




At retail stores, customers can examine 
the merchandise before purchasing. 



mi mum 

such as department stores, hardware 
stores, shoe stores, food stores, etc. The 
customer.yisits a store, sees the merchan- 
dise, makes a setection, and purchased the 
items wanted. More merchandise is sold to 
the general public by this method of retail 
selling than'any other. 

2. Mail-order selling. This method of 
retail selling is done through catalogue or 
printed advertisements. Everyone is 
familiar with buying through the Sears, 
Montgomery Ward, or Spiegel cataiog^je. 
Many other stores announce sales by 
printed advertisen^nts in the newspaper. 
Magazine and insurance offers come 

* continously to your house by nwans of the 
mail. 

In this method of selling, the customer 
does not visit a store. Instead, the pur- 
chase is made through the mail or the 
order may be placed over the telephone. 
The merchandise is then mailed or 
(telivered to the customer. 

3. Automatic vending machine 
selling. Every year billions of dollars of 
merchandise is sold by means ot 
automatic vending machines. The cus- 
iomer 6^os\Xs money into a vending 
machine and receive the purchased 
goods imm^iateiy. Some time ago ven- 
ding machines were used primarily for the 
sale of soft drinks, cigarettes, and postal 
stamps. TcKjay, however, thousands of 
items are sold toy this method. One of the 
more recent introductions into vending 
machine selling has been gasoline at self- 
service stations. 

4. Door-to*door selling. As the name 
implies, this method of selling involves a 
salesperson calling at the home of a 
prospective customer to show and explain 
the products for sale. This method of fil- 
ing was made popular by Mr. Fuller, seilir^g 
his Fuller Brush products. Cosmetics, en* 
cyclopedias, vacuum cleaners, and co,ok- 
ware are examples of products whose 
companies make use of this method of 
selling. Usually when this method of sell- 
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. . Avon cosmetics are sotd by means of duor- 
tD-doof selling 

ing is used, the product ts not sold in retail 
stores. 

Which of the four methods of retail 
selling \s best for a particular product? 
This question is asked daily in the business 
world. Tne answer is given by |:^ople with 
special training and experience in the art of 
selling. Successful companies have such 
people on their staffs because of the im- 
portance of sales Without sales no com- 
pany can survive 

Cost of stf es 

People engaged in selling must be 
paid for their work Some salespeople are 
paid a straight salary. Regardless of how 
little or how much they sell, their pay is the 
same Most salespeople in stores, over- 
the-counter selling or mail-order selling, 
are paid a salary. Occassionally. however, 
during special sales these people may also 
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be paid a small commission as an incGntive 
to boost their sales efforts. 

Most people engaged m door-to-door 
seiiing, and someothei^ selling expensive 
products such as automobiles, usually are 
paid on a commission t^asis. This means 
they are paid only when they sell some- 
thing. Commissions often are between 5% 
and 10*''o of the selling price of the pro-, 
duct The salespeople realize that the 
harder they work the more money they will 
receive. 

Where does the money come from to 
pay the salespeople? You have probably 
guessed by now. Whether salary or com- 
mission, it is still an expense: and just like 
materials, wages paid to workers, or 
advertisement, it is added to the price of 
the product. Therefore, the consumer pays 
it. 

Summary 

In order for a product to sell, people 
must first made aware of that product. 
The purpose of advertisement is to bring 
the product io the attention of the buying 
public and create a desire for the product. 
To be effective, advertisement must cover 
the market area in which the product will 
be distributed. Advertisement costs are 
considered an expense of producing and 
distributing the product and are passed on 
to the customer. 

Sales are vital to all companies. Some 
companies sell their products to other 
companies, whereas other companies ^11 
their products to the general buying 
public. Most products purchased by the 
public are sold by means of retail seiiing. 
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Words and Phrases You Should Know 

A<;lvertisement 

PfQrnolionai advertisement ; 
Institutional advertisement 
Buying pubhc 
'Market potential 
Retail outlet 

Over-the-counter selling 

Mail-order selling 

Door-to-door selling 

Automatic vending machine selling 

Commission 

Market area 

Discussion and Research T<^cs 

1. Find an example of each type of 
advertisement m a newspaper or magazine 
and explain what each is designed to do. 



nationa^^ 
in» 



2. What determines whet<her, 
advertisement is done on a 
regional, or local basis? Find 
newspapers or magazines examples of^ 
each. 

3. Select an item in your classroom and 
prepare an advertisement poster about the 

Item. 

4 Make n list of items which me r.old in 
vending machines 

5. What occupations are found m the 
adverHsement industry? 

6. what occupations would be found in a 
la roe retail store'' 
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TERMINATION OF A CORPORATION 

I 



Each year in Jhis country close to one- 
half miihon corporations go out of 
business The process of going out of 
business, or terminating the business, is 
called dissolution Although for most 
corporations dissolution is brought about 
because of business failure, this is not the 
only mason why businessc?s ond Thore arc 
two types of dissolution ~ voluntary dis- 
solution and involuntary dissolution Lot 
lis exaniinf* each typo closoly to learn what 
each fticans 

Voluntary Dissolution 

Voluntary dissolution means that a 
corporation decides to terminate its 
business without being forced to do so. 
Why would a corporation voluntarily 
decide to go out of busiaess? There are 
many reasons, among which are 

1. Consolidation or rnerger purposes 

2, Expiration of charter 

3 Stockholder's concern about future 
of corporatio "i 

Consolidation and merger arc legal 
procedures whereby two or more 
corporations unite to form a smgle<^. 
corporation Although the result is the 
same, that of forming one corporation, the 
procedures differ. In the merger, one 
corporation gives up its charter and ts ab- 
sorbed by the other corporation which 
keeps Its original charter and name In the 
consolidation, however, both corporations 



give up their charters and incorporate 
under a new charter and name^-"' 



MERGER-' 



Atlas Corp. 
Dixie Corp. A" 



Atlas Corp. 



CONSOLIDATION 
Southern Corp. 

Western Corp. ) ^ American Corp. 



Whether consolidation or 
solution is necessary for qpe or 
corporations. 



mdrger. dis- 
tx)th of the 



Another reason for voluntary dis- 
solution of a corix>ration is the expiration 
of the charter. Often a corporation is 
chartered for a certain period of time, In 
this case, unless an extension of time is re- 
quested, the corporation is automatically 
terminated at the expiration of the stated 
period of time 

Voluntary dissolution may also come 
about, and quite often does, by the consent 
of the stockholders, if the business 
appears to be on shaky ground or if the 
* board of directors makes decisions which 
. to the stockholders seem unwise, the 
nitockholders consent to dissolve the 
corporation. Th^can bedoneany timeata 
duly called and held meeting of the stock- 
holders If the resolution to dissolve is 
passed by a majority vote of the stock- 
holders, dissolution of the corporation 
takes place 
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Involuntary Dissolution 

involuntcifv ilissolution moansjhat a 
corporatinn ,s forced io tf»?nMhato .ts 
business and give up its chdfie^ UsuaMy 
this force is Applied byscnieone outside of 
the corpgration In many cases the state, 
through the courts, forces a corporation 
into dissolution for the following reasons 

1 Fraud m securing a charter 

2 PaULre to meet state regulations 

3 Performance of wrongful 
fraudulent ^ as 



or 



4 Cankruptcy {unable to pay its debts) 

E^4inKruptc:v is perhaps the most co';.- 
rnon reason tor involuntary dissolution 
Bankruptcy is usually brought on by bf»d 
mann.jement IdcK of operating capital, 
inefficient production, inferior products. 
' jor salesmanship, or a combination of 
tht's*-/ factors The inability to pay its debts, 
howffvpr does no! automatically terminate 
tri^^ "Kistence of tne corporation In most 
stat^^s. the crt^ditors commence 
prc/c:*vdtfiqs to dissolve the corporation 
Thfouqti coi;rt proceedings the creditors 
U}iC*' !n»' cofporafion into bankruptcy If 

riappens tfie corporation is forced to 
st'U ail f)f its assets (land, bijilding. 
ma(.nmf-s supnhes. and unsold merchan- 
dise •» ar.rj pay \t\o Creditors If there iS any 
nj^}!».»v i'*^t it js divided among the* 
stockfiolders After this is done the 
corporatMjri r^u 'ong*?r e ists 

DfssOfJtion Tr c^ore 

A^^'-r \hi' «j- cft^ioft to terminati* the 
<.'jfr)Ofatf^ -1 IS 'eachec.^ a cerrain proce- 
•y^''' }IK;^^ed ^Of fissolutujn Th.is 

r^'^^ *' i'if s M'ffiri'd tj as Wiridinq ijp thr* 
^ * ' ' 'rporali'.jn In Uio caso of a 
. tiuf^t.jfv f. solutiori ffii* stuckfiold^Ms of 
?r^i' i.Dfpo'a )n ifjprfjve. r>y majonty vot^.. 
jtss^ iu! /fi rh<' fjcjaid ()\ 'Jirpctors 
;4;>r...f-^ ; th^- stat^- foi yj^^ms^s^^nw 
, i!s '/vi'^-r Mariy state's hav»' 



their debts before returning their.cfuif lers 
Once the corporation is dissolved, it is 
legally nonexistent and can no longer 
car*ry on the dutie-, for vi^hicfi it was 
chartered One exception to this h(. Wf^v<M 
IS tfiat IS has thengfittoconvert assists intti 
cash (sell eveiything If owf » The money 
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SALE 



SALE 




Through sales sucf^ as this. busirw»ss<*s 
convert their assets intc cash 

^ieceived from the sale of the assets is used 
to pay ail debts. Whatever money if left is 
Oivid<Mj f'i^ually ariK^iu} th*' slockhnltj. is 
- >M ffi*' hasis <jf !i(}W in^iny .h;!n i .mi 
rnvrv-r fhis Mic {\()\\uy\ ,i\MM\ VvMi: IIm- 
a(.r.t'f)fafM:f of Ih^* ii-tuiniMl rharfiM hv 
Stat** IS now nffu ially rrulpM 

if dissolution »s involuntary, tl stock- 
notders do not vote for or agaiiist dis- 
solution because the corporation ib being 
forced to terminate its business The statr 
usually appoints someone to wind up the 
affairs ol the corporation This person is 
called a receiver or a liquidator. His di;iy is 
to oversee the selling of the corporati 
assets and to see that the corporation 
M;aches some kind cf agreement with its 
creditors 



] he sale of the assets f;f 

i)ut If IS unlikely that it is enouqr^ U; pay if 
lui! an-ount (if Ihe debts Somi^f aqr^-efni*? if 

sur^h as 10 or ?0 c^'Ots on fru; iUfWiV. 
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Many states tiavt* laws pertaining to the 
cash distribution after dissolution These* 
laws state the order m which payfTierttb 

'"us! p« • !^ i.i- !» ' ,t ? ; .1'- 

1 Payrtient of taxes 

2 Payrr^ent of mortqaqes and hfMis 
against the corporation 

3 Payment of other outstanding debts 

4 PaynH>nt to stockholders 

As a rule, the settlement of lUe debts in 
an involuntary dissolution does not leave 
ar^y fT^(jn*:'y to tye divided among the stock- 
rioldt'T^ Wtien this happens, the stock - 
riold^'fs los*» the money they have 
invest^'d >n thp stock because the 
corporation no longer exists 

Summary 

Dtssotutfon IS the process whereby a 
corporation is terminated In most cases 
the dissolution is involuntary brought on 
by business failure, and the state takes 
away the corporation s charter A receiver 
or liquidator is appointed to wind up the af- 
fairs of tne corporation 



Words and Phrases You Should Know 

Dissolution 

Consolidation 

Merger 

Voluntary dissolution 
Involuntary dissolution 
Bankruptcy 

L i(|uidatof 

Discussion and Research Topics 

1 Discuss the difference between 
consolidation and merger. 

2 Havi any of the businesses m your 
community failed fec:er>!ly''^ It s<t>, disCiiss 
some of the reasons you believe could 
have been the cause. 

s What types of occupations would be 
represented in busmess dissolution 
procedures'^ 



Some dissolutions aro volimtary 
howe\er. due to consofidation or fTu^rger 
purpcbes- expiration of the charter, or 

! f -I ,11 r-'- '^t If stock no t^'j* 'f S fM.ljut it V v*;t<' 
t. ) t* niip;i!» ' thn ro^ pnr r'ltu Wfuf. thts 

a:: 'l^-:;!'. .ir*- piit(i {t-fh.nf nf it; 

''M.r,. .\ ')> -.ii U fi .in r } U'* - *( .kf to^'jj -f - . 




PART TWO 
YOUR STUDENT BUSINESS 



INTRODUaiON 



You and your classmates areabout to 
become part of the American system of 
free enterprise, just as other people do 
when begirnimg new businesses. About 
one-half million new business are started 
each year m the United States. Some of 
these become very successful; others just 
struggle along, but many fail. What 
happens to your student business w«ll 
depend on the interest taken m the 
endeavor and how hard you and your 
classmates are willing to work. Beginning 
and operatiftg this business will certainly 
be a real learning experience m the free 
enterprise system, but is also should be a 
lot of fun 

Thr HU\\i^cii^ taken by both you and 
your classmates toward your student 
business ts all important If thought of as 
)us! anoth^M class tun by the feacliof with 
you domq just enough work togt.-t by your 
business IS ^joornpd ^ronUh^^ start But this 
lb not )us! dfiuttuM cidss.and \\ jsnot lun by 
the tedcfif^r i! ft operated by voy^ and 
youf chissfTuit'^b It b yoiif clHb^^ your 
htisnu's- Hnd your fi<-»(:{SiOfVS r.t\(i your 
work wifi fJ<»!«*f rnuK* your su(:f;<*ss or yotir 
failure* 

yoo wi!! \ stfK;k 
.n V^'' rofp or.Uion This mnk*'*s yf>M n f;aft 
oWf'.rf V'.*' f;- :;M*M»',S Ltk»' fnilhO'lS fjf 
-jtf.*-f A"'-: ir'S A'-'; own st^H> }M 
^ o';.^^iM* i''^ f '.V'ij n*-<;orTV • ;\r .r: v^">iO' 
/;rM! --.i^;:. •••• your »r .v^'-^trM^'f -! • j<';:*'r;0', 

.fi y...^ y.,., . I'/S*- r^irt Of Ot /'.;wf 

^Ow»''1 Qt'? t'.j^k A»trj f>ff prr.fd I? riH 
*.,♦...« •'{'« * fi 
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An Overview of the Business 

Let us take a quick look at the entire 
business cycle in which you are about to 
become involved. Understanding the big 
picture often makes details easier to see 

Your business will be of the 
corporaiion type because of the method 
used to meet your capital requirements 
The very first order of business is to select 
a name and to establish the corporation 
The board of directors . will be all the 
students in your class, for you will each 
purchase orre share of common stock This 
board of directors must elect the president 
and other major officers to supervise and 
run the corporation. 

Your corporation has been established 
to make a profit To do this, it is necessary 
to manufacture and sell a product 
Fhorefore. a prt)duct must oe selected that 
car; be manufactured by your 
organization It will be necessary to raise 
whatever working capital is ne^^ded 
through the sale of preferred stock m tht* 
corporation 

As production i*^' taking placr on 
f If f)Ouc:fs. an advert ist.rnent carnp^iKjr * 
must be underway to bring the product to 
tho attention of tho public As procfucts ai*' 
(:i)jv\)\^}UHi your snfps program m;*y heg^ri 
.imi Will 'Muj wrurn all products ar<* s(/d 

Your corf}(jfHtiori Will tf t}M 
(jf^^>olv«.*d T his prucf*Sb invutves s*Ml:f aH 
iifui-»ed suppii* s and niaienafs. payniq />ff 
V'*' :>tockh(.)l^^i*Ms <uhJ <lf»r.laof ,jm ✓ 
'1ui^1''f^(ji3 mat you' corporation nia>r j^.i^*- 
i ,in)('<i Tn<' juiS.nf'S^ ^y^-i*' has 
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^ A picioria! overview at a glance 



ReqiHrements for Success 

For your busmess to be successful 
much has to be done Getting thrse things 
done will require cooperation and a 
wiiiingnf^ss to work on the part of all class 
nu,»nibrrs Cooperation means mucii more, 
however, than jiiet everybody working 
together \\ involves respect and 
acceptance of the decisior^s of others, 
dei '^ndinq on others to do certain tasks 
assigned, and doing certain jobs assigned 
to you. beLHuse others wiM be depending 
on yoij Youf student busirn^ss canfiot be 
^uc<:f*ssfut if ft IS a on-^ man show 
Fv*» /h^)^}y m-M {/.<np* f,iU' p'f'Ji m riful 
do h]s sfifjfM 

S»nf,o thfs IS a busifH?sb it shotilfj be 
conduct(^d in a bus»ness-like manner at all 
fjfMf^. -i^^^s '^'s no plac'j in tfu class- 
f/i' iMi ?f sr>up tind if yotif t)USir?e*;s is f:ofV 



finish withm the period of time assigned for 
this activity. Plan a timetable carefully, 
stick to it, and make every minute count. 

Everybody Is a Worker 

No real business can operate if 
everybody is a chief and there are no 
braves. Certainly leaders are needed, but 
there must also be workers to do the work. 
Your student biusiness will need leaders to 
accept responsibilities, make de'^tsions. 
plan and organize the work, and issue 




This won f get the job done Everybody 
must do their share of the work 

orders But when there is work to be done, 
whether in connection with manu- 
facturing the products or selling them, 
everybody m the organization becomes a 
worker Ftie vice president of production 
n)<iy issue the order to e g i n 
^^Mfuifactunng but ifien he snould fnke 
r^is place on the production hrie lik*' 
^?veryhody else 7 he vice president of 
sal(^s may plan the salps prograni. hut he 
b^»f ornes just anotfier salesman like all 
.;tf • ' rru^mb^rs of ff^e lIhss H^^rM^^ff1h<»r 
you can f run a nian jfac:turinq C(jrnoraf:or' 
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Role of the Teacher-Advisor 

The business is operattHl by the 
stijflerits With the tea<:tier stnvtru] m th^^ 
capacity of an aJvisor, He is. ttu^efore. 
ff»ft*rrMcj to as the teacher -advisor 

Although students do run the 
business it must be realized that rt will take 
some time, usually a week or two. beforo 
thf business \s established and major 
officers are elected Until th:s tfme the 
teacher-advisor witf conduct the class with 
ffu* intr*f)tton of getting the business 
fofrriM<j {^iickly as possible Ttien it will 
bf» truly student operated 




S^^t^»f^i r?!(is! t>^* qa'*-n t^^t• rJ-r -. hv trif> 
*^':\( a-'K 

I M-.;- ;fr^ • ,|,t^ tMat yOLJf t'M^ iM-f 

M»' .j^..'lf' u'Spunsit^lM *i> {fu* school 
; I 'V ^ t^'f n',jifft»'fMinc.'- of o[.i . , 

i ' ■ ''\{k»-% .! r.i'. i.' f fh,. f*.,^, ).,.f 

itof Cof jff'rnff K) S»lf»'t/ 

' f ^ ..r f.. ...» 



teacher-advisof rtuist be strictly followed 
His permission must be obtained bi^fore 
using any equipment in the shop 

Your tei luher-ddvisor may not have the 
answers to all of your qut?sti<>ns ui 
solutions to all problems that might anst? 
tint remember, he has some answers and 
some solutions He has been through this 
student business before with other 
classes f^e has learned some of tfu* pitfalfs 
to avoid and some "Solutions to piobUMns 
that worked well bt^fore Seek fiis fn^lp and 
ifdvice 

How the Business Operates 

Your studerii business, like any real 
t}usiriess. nuist opc^rate in a manner that is ' 
t'fttcient if it isgoirtg to makea profit Thtui- 
are )ust too many things to do. and too little 
tiftie tr> which to do tftem. to allow th(» entire 
class to work together accornptishif>g one 
thing at a time A system is needed that will 
allow just about everything that has to bo 
liuiw, to get underway ar>d take plact* at 
the same time 7 he solution . of course*, is to 
divide fhf class into diffofent depart 
fn*'Mts. qivir*q t^ach d<*fin>te rr^spor^ >ihih 
tM*s cUid assiqnritents This is f>xa( JIv tiow a 
r^al husinnss oporatf^s. Each dc^partment 
wifl he rierKle<J by a vice presici^^nt wfu> 
to()**t()ei with his staff mtist find soUitmns 
V} prohlprns that arise in r:onnecM(on 
accofTiptishinq thr^r assiqnmer)fs m 
sontr vvay th(» work of the vnrKMiS <irf)<ifT 
rrtonts mt/st t>» Cr)Of d»fU'lt(»d Tfiat isth^' |Mt> 
of \h*' pro^^itflont f)f Itie eofpor;M(on H# • 
rnSi'.t rap dp witti the work f:)oifuj dnu*- lU 
tM^' vmmous d/»p;{f f fM#»f>ts arul h<' I'-a^jy' to 
0' )V\'U' fu'lp if it p. fMM'f^ r! 

Responsibility to Get the Job t>one 

/..t'^n ffu* o- ;f pf ff ,itiof 1 f « 'Sf X Pntt}'ht V ' 
;"tfif'<J W(;iK doftM «:MSi!y (txf'fi fv-i .i.. . 

* M^'par tnu'fif ^ ♦•rt.iuj wor w \, ^ 

. t#-M d ff.*. wr>f>' t'- ; 
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When work ts not donr it is the fauit of the 
department head, even though some of his 
workers may be diroctfy to blame because 
of their horseplay. V absence, or 
unconcerned attitude Thnt departmont 
nead should have corfpc^pci the situation 
before it affected tfie work wrthin his 
department 

Everybody in the corporation is 
rosponsible to someone Workers are 



responsible to their department heads. 
(They can be responsible to section heads 
if the department is very large, therefore 
requiring subdivision into sections.) The 
depnrtmnnt heads, who will bo vice 
presidents iri youi student business, are 
responsible to the president of the 
corporation. Even the president has 
someone to answer to: he is reponsible to 
the board of directors of the corporation. 
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ORGANIZING YOUR STUDENT BUSINESS 



Yolif stiirlenl business, hko any roa! 
business fUM»'ls orqantzation Tf ;ofact tfiHt 
fvi'fybody IS i^nthust'd c?xci!ocl. nnrl will- 
triq to pitch in to q cor porat*on goir>q 
fiu\ifib t*iat you arc i *o a quod staK. But 
tfiis ts vn\ I'Houqh Just how are |obs qo- 
inq to !v .issiqru?(1'^ A few points to ron- 
sid« f aft' 

\\f^(J wii! fJesiqn tho stock certificates? 

Who will do thp markettng. research 
f^»'C**ssafv ffH \hi* correct selection of the 

Wh(; will prf?paru the dfawinqs of the 

pfoduct'^ 

Who Will Hufchas*' \hp paint needed to 
Wf^^» will q**t pi-^rmissV^n to set up a 

ItH»s" jtisi a sarTiple of thf» 

'.;4Mf If «M js nf (4ii*«stKvns that nuist be 
.jf^sw*'f*'d diii <nc; thf» tifTie that your student 
rhiSffi^^ss m i)pf'r;itmq Son^etirnes if y >u 
;va.t ufifil fhf' (^tiest;< n or pfoblern <,ofnes 
jj* pKjv/idinq !hf' finswf'f or solution niay 
friK*' nu jf*' tifM*' ttian y(;u can afford Wh.it is 
ftMlly ru:<Mf<'d a system that yvill providr- 

tfi*' qu^'StHiT'iS Of probU'fTis *»vpn ar i^; You 

''•a•e^/•"f < or f*»( !ly 

Design ng an Organization 

M vV ' ' ' < f > I * ' o r q a f n/ 1 1 ! I Of ; U * i 
I i..ir. f>' '3* w*'Joj^*'d t)y <'^a/inf)<' 

f ftu' f.-.i',of» ^-'ff w^./i"Mi it w»r> 

» '.tiir- • 1^;. -if I -'J .i 




Guest speakers are a big help m solvinq 
probiems facing your student coipora- 

tlOfl 

suqqests the need ^or two dopartrn(Mits 
production and sales Each of thes<* 
departments will have the responsibility of 
planning their work and carrying ft out 
This means f*- *he productUiO drpait- 
ment. producing all of the produ S and 
for tfie sales departnient. sf?llinq theso 
products These will be the two most 
important departments m the organi- 
zation because how well they do thou jobs 
wiM dfMerminfr the success or fatluf(» of th^ 

hUSifUrSS 

B*'C.ause these d^'partmc -nfs ,im sr, 
mm; ! h! «ftt MirTM'tt'»nq must [)*' <foM*' to 
■':.'.k*' !f>i'f!i .js <»ffK.M'nt as p<^S5.lt'i" IhiS 
! . ■ fff'* '.|U^ tfH.MU of all l.isks lu/t 
f . ' .'i, lOO pf .M Jncliof! Of sai<'S I In* 
r. o^'p.iMnU'tit p;jf tu I i^jj i / i)Ut 
q<'p*|rlf!H'ftt rii:- 1 O.^c 
''..if' f'lls Hid SiipplH'S Wiffl Wtnf.t< To <V} 
w';''fk itU:t\ d*'p«!r !fti>*nf (.^Mjld 
. ::i j'(-f'asi' tM< se ffial^Mi.ifs ijud 



, f': 
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supphus by lfienis<}lvf?s. but the paper Vi/ork 
and bookkeeping involved takes them 
away fro n their mam )Obs of producing or 
selhng So your student business, like all 
ft.Ml businesses, needs a pufcfiasifig 
department This d<>paf tment s 
responsibility will be to puf chase all 
materials and supplies and make them 
available to the various departments as 
they are needed 

Both the pioduction and sairs d'j- 
partments must be staffed with people to 
do the work This involves recruiting, inter- 
viewifig screening. selecting, and 
mducting workers fortheorganization. not 
to mention the paper work and record 
keeping ifw.jiverf Once agam, perhaps 
pfodijction and sales could handle this 
thf»mselves but it takes them away from 
theif main fcsponsihihtH'S. A personn4»l 
depaftnu>n! tnerefoie. should be included 
in the ofqanization Their mam responsi- 
bility will h^' to pfovulp the Wvf kers for Ihij 
varicjus d<*PiU trt^Mf^ts as tnoy aro r)pfKl<'d 

Other departments t:iat wili be needed 
mcludr^ onc,aM»enng. marketing research, 
pwnlic iciations and adverfisemt-nt In 
•?at.n cast- tfu?se d^^partnu^nts will have 
r»*sr)urisfbiIitH»s for cerlam assigniTients. 
?fv'f»-ffH*' f.'hi'vifuj tru» f )f<(j(.tion aruJ 
sai*''i ^1* fMririMMUs from Ooifuj th*Mn 

f.a^h of ffi*' va;M>NS df-parfments 
.vttnin tn^' LOn^ut^Huju sfu^uld be fu.'aded 
hy a .\L*' pM^sid^'Ht He stu^uld riave a 
pi'f fririn*»n! staff consistmq (^f two to five 

jpu' to n^'lp filafM rif mJ iAjiuiinA the diitu-s 
;t ttwjt dMp:^r tr?M'fit iTfifs<' ntjmhpff, may 
'^t.^• V.) hf a^ijiist^^d \i) fit 4. lass f*nM}tl- 
FTi»">t I 1 /*f« ; d*'partrT}i'fif s how^'Vf^r will 
>' ..f!>» -f jf M* 'S n*ni:\fi ■ ft J*, .ffi * / If |, . * )f If p 
' ''a . , ! O^'pfjnnu f)!', .,r#' pmriur liur) 

H'-l -,.1--^ [}ij^fv^ ih*- H- fi^ai t!f^»- tthit 

-f'i^ r, t.jkifuj p ,ii M(jf 'M'j tfi*» 



Work Mbst Be fHanned 

Always remember the reasons for 
forming departments within the organi- 
sation ft increases efficiency by letting 
people specialize m certain areas of work. 
It fixes responsibilities for getting things 
done, and it also allows all of the work to 
get underway at the same time. The fatter is 
possible only if all of the departments fulfill 
their responsibilities. If a department does 
not do Its work corrrK:tly. could delay the 
work of other departments Each depart- 
ment, therefore, must know exactly what it 
IS supposed to do and carefully plan its 
work so that it will be compU^ted 

Specific instructions for each 
department \Vill be given later, but there 
are some general areas of planning that 
apply to all departments 



Some jobs can best accomplished 
by ail members of the department working 




Small gr(^up d»sctiSSMjns can b^' us/k' to 



?';q*'1h*.'f vJttuM ;(jhs may hi* {jfjf]f m^si if 

th<*y ;ifO assn}n<*rj \() onf» /)f two fTiPinh^M^ 
' »f \^\** ^ j*»paf tnu»f>t H*'f jai dl»*^'. • Ih^ 
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sections to allow for more efficient work 
For example, the production department 
may be divided mto a manufacturing 
section an assemhly stufion and a/ 
finishing section Where this is done, 
section heads should be appointed and 
placed in charge to supervise the workers 
assigned to the sections. 



Careful planning includes thinking 
about problems that might arise and 
working out solutions to these problems in 
advance in case they do hapoen. 

A good planning device ts to set 
completion dates {also called target dates) 
for jobs within the department In this way 
you set certain goals and then try to have 
the work fmrshed by those dates 
Completion dates are very important when 
thf?r work being done affects other 
departments It provides a system by 
wnich othfu departmenis can check to see 
it you are planning your work to fi? mto 
{neir schodules 

Planning should include making 
alternate plans It s always best to have a 
second method worked out and ready If 
fo^ somo »eason the first nu?thod can t he 
Msed you can lise the alter nale pl^n 
witnout causinc, any deiays 

hifiHlly to insure tfiat ine work of the 
c.f irporation runs smoothly, plans must be 
rna^<e to enable the v»re presidents iu 
knovv ♦•xactly what progress their 
individual deparfmpnts are makn g This 
n^.iy require son.i.* type of repo^tinq 
sysf^MTi Tne vice presidents W'll need t^MS 
•.f!torMViti;;n vv?:,'n nttf'f:ding fTU>ptings and 

l;\.\n'un(] 'i^'SSiurv^ Aiff i ! f - p? * -sr j» 'f U of fn t ' 

Election of Officers 



leadership. Without leadership nothing 
seems to get done With proper teader- 
ship. however, reaching your objectives 
will be much easier The officers elected by 
you and your classmates will provide the 
leadership required to make your busi- 
ness successful. 

Your student business will need six 
elected officers. These will be the 
president, corporate secretary, treasurer, 
vice president of manufacturing, vice 
pr^ident of sales, and vice president of 
personnel. There will also be a ne«l for 
ot*ier key personnel to serve as depart- 
ment heads and managers. But these 
positions can be appointed later as the 
need arises. 

Electing the right people to fill these 
positions 4s extremely important to the 
success of your business. By no means 
should the election be considered a 
popularity contest. Your teach* --advisor 
will appoint three students to serve as 
members of a nominating committee It is 
the duty of this committee to carefully 
consider all members of the class m fight of 
their abilities, attitudes, interests, and 
enthusiasm They should nominate the 
best qualified students for these offices At 
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a board of directors meeting the 
nominating committee will present their 
nominations Other students can be 
nominated from the floor After the nomi- 
nations have been closed the class will 
vote and tho i?U>ctpri officers will b<» 
fif^nounced 

The duties of the elected officers are 
as follows 

President 

Th«! prc?sic1ent prf^- 
Sides at all company 
*^sB4 board of dhec 

IJB^ tors rn^M'tings Hv 
s:* will with ihi? assist 
A <incv anci recufTi- 

• iiH'fKlatiofis of \hi* 

personnel, appoint all department heads 
and managers He will, with the assistance 
of itie teacher-advisor, plan and schedule 
al{ operations of the corporation 

The presidont has the responsibility 
tor trie overall supervision of aM actions of 
tru* company He must beaware and check 
f^'qiiiariy on tht* work of the othfM offic^^rs 
of tfie company He has Thn power to sign 
ctunjKs nnrt ottior l(?q,il documents of the 
(:o??f5»,,ny 

Curpc^raie St^crelfiry 



ThM corporate 
secretary wil! insure 
notice of all stock- 
holders meetings, 
takf^ minutes at all 
fnectmqs. and mam- 
t;nn an up-to-date list 
uf at! stockfU)kjf^f s 



Treasurer 

The treasurer will 
be responsible for 
maintaining the 
checking account 
and handling all 
company monies He 
must keep the 
company's financial 
records accurate and up-to date and J)e 
prepared at all meetings to give firuuicial 
reporls 

The treasurer has the power to write 
and sign checks. 

Vice President of Manufacturing 
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The vice president 
of manufacturing, 
with the assistance of 
the teacher-advisor, 
must plan all aspects 
of the production 
program He must set 
up the production 
fine and is responsible for efficiency, 
qualit and safety He must requisition all 
ffxjis riod materials needed for production 
His duties include' assigning, tiaioinc). antl 
supervising all production workers 

He may appoint a safety director a 
research and development manag<M a 
ouaiity conNol Mhinacje and ripuf< luisifuj 
mariagef to assume certain specWn. n- 
sponsibilities pertaminq to prorJurf^or^ 

V«(.*' PiMSf'i*'fit of Sales 

The vk:(* presidt^rit 
of sales, with tht- 
ai>sistance arui ad- 
vice of tht' t^'.K.IWM 

advisor, plans an<j 
supervises tf>e aiJv< -i 
tis^fui ami sali'S j)fo 
u f a r?j f ( J f 1 hi' 
( )rTT|)any f-t** js ttie chi<»f sail »S t.)ffH ^ l^.^r 
t/Mth (.OT|H jfatinfi stiK.k cjod tlu* f^tfjf.H^v 
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members m good sales techniques, as well 
as developing and promoting sales 
irlcentives He maintains sales and 
commtssion recor dsand ipusI be propiift^d 
to give sales reports at all meetings He is 
responsible for requisitioning all materials 
and supplies needed in connnection with 
advertising and sales 

He may appoint an advertrsin^ 
manager and a sales promotion manager 
to assume certain specific responsibilities 

The vice president of sales will lake 
charge of the company m the absence of 
the president 

\/\Cif Pfes(Cif.*f)t of PiMsonnei 
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^ The vice president 
of personnel has the 
. responsibility fo'r 
^ , keeping complete 
5 information on all 
. ^ nwrribers and should 

; i^^. recomn^end to the 

^ ' ^ president and other 
cifffc^'fs thos*' monihers best qiiahfM.^d to 
^••fv^- fj^-pr^ftnv*nf hM^fls and r>ffu'f 
.isbiqnfn*.^nts p is charged with the 
f^'Spt)nsihiitty of rpcorduig .^ttendaficp at 
ciM fiH'Mtifu}':, nn/j fJuuna prodtiction fie 
1iqiif*'S thp payroll and s.ihmits this infor- 
??>.<!!Ofi tn trn' ffoas'.ir^M at the fnd of t?acti 
.1: L'Hifitinrj {)*'riod Hp must check on 
;it^s#-ri!*M»s tryinq at a^ tirnpb tf) kvi^p 1U()"i» 
i*t«'f ''1^ifu.*» ?fi>' fKift (if all nu'fDt^^'fs 

M»- fTi.iy .i^y^ojnt ci tin<^ • K« '^'p^'f a piitiiir 



consult the personnel vice president foi 
his recommendations concerning the best 
qualified individuals fo fill various 
(>uhitions He may wish Uj inter vu»w certatn 
members before making such recommen- 
dations This information is then pass<>d on 
to the president who / wjH makt? tfie 
appointment 

Althougti these positions af<' veiy 
impoftant. they need not be filh-d uritil 
tfii?re IS a definite need You may find youi 
company m the position of navinq all 
chiefs and no braves with no one left to 
do the work 

The duties of the various dv paflnu>nt 
tuMds who may be neortrd in coiuna liiuj 
your business are as follows 

SAFETY DIRECTOR The main 
responsibility of this important assignment 
13 to maintain an accident-free atmusphert* 
during prodiiction The safety dir^^ctor 
must be constantly alert to locate ha/aids 
or unsafe acts which could result in an 
accideni He should check all tools and 
machines prior to the«r use to be siir** tf>*'y 
are m good condition He should be on ttu- 
alert to spot any unsafe work habits ur 
conditions 

The safety director works clos^'ly witfi 
fit*' manijfacttinfig vtc<* presici<'nf in 
training workers 'H th(» proper usfM)f tools 
and rnachin^^s to he usrHi dijonq 
prcjdiiction He sfiould fee?! free to call on 
thi' t^'iichf^f -adviSf}r to assist !f » tti<' 
e limination of any horseplay i)<M.ai;s<' 
!his IS <jiU' of tti*' pnni.if)al (.atj^* s < >f 
acf.if1*'nts 
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(Mifi Jia fnana(|r'f put (Jhi-»» * » m.; 

'Mat^r !,iis fif n i siippln -s rn m'H< •<! If ) f a m y ■ .■ 
.■■Ih.i' AofK (>f o^jiji.1u.)0 a^jvr*T» --mm i.r 
a^''i tfii^^s H*' kt'i*i}'^ f< (^ ,= 



PUBLIC RELATIONS MANAGER; The 
mam purpose of the public relations 
manager is to handle all public relations 
work f Of thp company Ho also assists with 
thp proparat'ion of \hv annual lopoft \ 

ADVERTISEMENT MANAGER Workirigi 
closely with the sales vice president, he . 
will be responsible for advertisement and \ 
promotion of thfe company product 

AWARDS • MANAGER The awards 
nanagcf will be responsible for 
cjc>v»Hopfng an awards incentive program 
for «!fthpr production, or sales . or both AM 
rectjmmendations concerning awards 
ffujs! tH' pr^^'Sented to the board of directors 
for approval 

RESEARCH AND DEVELOPMENT 
MANAGER This individual will head a 
cnmnnfiee char.ged with selecting a 
product ro De produced by th^ company 
These recommendations are presented to 

QUALITY CONTROL MANAGER This 
ptMson IS fH5>pons»htP during production 
f'>f mamt^iininq established quality 
{•f ';r.<»rJuri/s to irKsur(' hiqh standards of 
•/-roiKHMnship at all tmu^s. rr^sultinq in 
.H i '"pt<it)l4? finished pr<»ducts 

sAltS MANAGER The saU^s iiianacjt'f 
jvni assist the sak's vic<* prosicU*nt hy 
i5"v*Hopinq sales promotion and will assist 
v^'fn Vu* tr.jifufjf} /)! sales personr)fM. 

TIME- KEEPEf^ The tune keeper wHI be 
f^'Sr^^nsit^l*^ for k^'epmcj an account of tHMi* 
\*jnf^*'ii h/ all fnprTib**rs riuf incj production 

Selecting Company Name 

f^i*'.si'S will 'M»e'l <i nnrt^e f nis rtarne rtiust 
ipfHMf on tn»' sTo<.k rertffu.at^'S and sales 
»'{f'fs ii^ii it wHi also ty^' ri*'*>(l#'fi vvti»'f ^ 
nintj a c:fi«'( Kincj ac-c.uunt i«t the t^ariK 



Company names often are indicative 
of the type of product or service in which 
they deal. Some include the name of the 
fotinder or owner 

The name of your company might 
include the name of the school, the school 
mascot' school colors, or some indication 
of the product to ^e made. Examples of 
such company names might be: 

Blue and Gray Novelties 
Maroon and White Products 
Yellow Jacket Lamps 
Bulldog Ashtrays 
Starkville High Spice Racks 

> 

Since your company wtlJ pot actually 
apply for a charter of incorporation from 
the Secretary of State, you should not use 
tiie words corporation, incorporated. 

hpiued. ur Inc in the contpany nanw 

Selecting the company name cnn be 
done by the committee method, small 
qroup method, or by the entire class 
Regardless of the method used, try to 
. Chc^ose three or foiF possible names 
. Those should be presented to the t-^nttre 
class and a vote should be taken \o select 
tfie company name 

Raising Capital to Get Started 

your company wilt need mo?^ey m 
niciet to purchase the materials and 
supphes needed to produce a product 
Salarios wiU have to be paid to the work(Ms. 
( otnfiHssr ;rts must tx* pah.i io lh<? bal«'smi*n 
in<j small amount of money will be 
T t^) iMjy saUfS receipts and record 
pi^w^ {m.>()Ks W(th the exception of the 
cofriniission. ail of these. exp^?nses 
•vil! take place before vou can depend on 
ifunrne irom sales to help pay ihe bills 
VVtiat your company ntM?ds is wo r King 
( apjt/i! r fOney that Will alfow you tc^ f^r^et 
t'.^l>^'fis*-s tjMfjl <'J|)ts ti^'cun t*' i ( tti.' in 
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Thp bo6t way for your company to 
'raise the needed workJing capitai ts to seii ^ 
stock just like ati corporations do to raise 
moniey When stock in a corporation is sold 
it represents ownership in the company 
> Therefore, the people that purchase the 

stocks wiil actually be buying g part of the 
business: ^ 

• Afi of the members of the class should 
' * be required to purchase one share of stock 
which wilt make them part owners of the 
company If the stock «s priced at S 1 00 per 
share and -there are 24 students in the 
class, youf corporation will begin with 

• S24 00 in its treasury and each stockholder 
owns 1 24 of the business. This may or 
fpay no! be enough working capital for the 
corporation, but don't vyorry about that 

.now 

Let ijs stop for a minute and considpj^ 
jiist what you have done You are now a 
part owner of a business, having one share 
of stock for which you paid $1 00. At the 
end of d given period of time that business 
wi!l be dissolved (ended), and one of three 
tPings will happen to your $1 00 First, you 
could get your $1 00 back Secondly, you 
fTiay lose part or all of your SLCK). Or 
thirdly, you may get your Si 00 back plus a 
nicf profit With the proper interest. 
coopf?ratJOfi and Hard work you'lf get the 
Si 00 back plus interest Even more 
important than the money, however wMI be 
tho N aming experience You will not only 
b** ifiumng about the American system of 
ff4'*»»'fitef prise, you will becomea part of it 

Once the product to be w .lOufactured 
has h#»**n beiect^^d and oxp, nsf' noeds 
cJetermined. it is time to decide if additional 
capita! will be required This ts an easy 
dpcision to make At present the only 
mon*^y in the corporation account is from 
If)*.* sal*? of common stock - Si 00 
fTujltiphed by the number of students in the 
class If that is enough to buy the supplies 
and rnnt*"rials needed to begin production, 
you wiil not need extra capital Most lively, 
now^'vf^r, this is not enough money. 



therefore, you will heed to raise additional 
capitai to meet the expenses involved m 
production 

Assuming that more capital is 
required, the board of directors must 
author ue the sale cf preferred stock. This 
is the means by which any additional 
capitai needed by the corporation is 
raised. The estimate of how much money is 
needed should be as accurate as possible 
because it wilt determine how many shares 
of preferred stock are sold at Si 00 per 
:hare You must raise the capital that you 
need, but you do not want to sell more 
shares of preferred stock than is neces- 
sary Since the pieferred stockholders wilt 
share in whatever profits are rriade by the 
corporation, there is no need to divide the 
profits any more than is n^essary. 

Two types of stock have been 
mentioned. It. is important that you 
understar 1 exactly the difference between 
these two * . -s of stock. 

Common Stock 

This type of stock carries voting 
privileges and should be Gold only to 
members of the class. It should t^e limited 
to only one share per class member to 
insure that every class member hus an 
equal voice in the affairs of the corpo- 
ration As the only voting members of the 
corporation, the students in the class make 
up the board of directors and wilt make all 
decisions affecting the corporation 

Preferrea Stock 

This type of stock does not carry 
voting privileges It can be sold to anyone 
willing to invest in the business The sale of 
preferred stock will be your primary source 
of raising capital once a product has peen 
selected and cost requirement ♦igures 
determined Preferred stock ha the 
advantage of being paid off first wh n the 
corporation is dissolved Prefer^er stock 
also shares equally m all divtdends 
resulting frofrt profits earned 
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opening a Checking Account 

Your student corpot ation should open 
a checking account with a ^ocal bank This 
IS not only for the protection of the corpo- 
ration s funds, but it fS the bubint»sslik«» 
method of handling money By having 
such an account, it will be possible to make 
all payments by check As a check is 
written the check number, date, the person 
or company to whom the check is made 
payable, and the amount of the check are 
recorded in the checkbook At the end of 
the month the bank will m3il your bank 
statement and cancelled checks: these 
serve as receipt of payment The checking 
account and this method of making 
payrr^ents will make the |Ob of the 
corporation treasurer much simpler 

Avoid leaving money in the classroom 
overnight As money is turned in from the 
sale of stocks or products, it should be 
deposited m the bank If it is not possible to 
make the deposit immediately, perhaps the 
money could be given to the school 
secretary for safekeeping Most schools 
have a vault m which to lock money and 
other valuables As soon as possible 
however, the money should be deposited 
in the checking account 

Any employee at the bank will be glad 
to explain how to OF>en a checking 
account, prepare deposit slips, write 
checks, record wntten checks, and 
balance the bank book When ppening a 
checking account, a deposit is made and a 
signature card is signed In most student 
corporations the treasurer and the 
teacher-advisor must sign all checks 
written against the account If this is the 
case in your corporation, both of these 
persons will have to sign the signature 
card when opening the checking account 

Most banks provide free personalized 
checks which have the name and address 
of the company printed on them Banks 
usually have a monthly service charge of 

00 Some, tiowever. do not have 



monthly service charges, but instead 
charge S 10 for each check written. Which 
type of charge will be best will, oi course, 
depend on the number of checks that you 
plan to write Your banker will explain 
these charges and suggest which method 
would be best for your student 
corporation Regardless of the method 
selected, it must be remembered that this 
bank service charge is an expense of doing 
business Just like materials, wages, and 
commissions, the bank service charge 
should be considered an expense and 
taken into account when figuring the price 
to chargetor the products you produce All 
expenses must be passed on to the 
customer. 

Wages, Salaries, and Commissions 

A large part of the exf^nse involved m 
doing business goes to compensate (pay) 
the people who work for the company 
Even though all of you are owners of the 
business because you own stock in the 
company, you also are doing the work, 
therefore, you should expect to be paid for 
your efforts. This adds realism to your 
student operated business 

Besides adding realism to the 
business, there is another reason why 
those who do the work should be paid for 
their efforts. Remember, there are two 
kinds of stockholders — common and 
preferred. Both share equally tn whatever 
dividends are earned as a result of the 
profits made. Paying wages< salaries, and 
commissions will, of course, reduce the 
amount of profits. However, ail the work 
will be done by the common stockholders; 
therefore, paying them for their efforts is 
justified 
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ThH boarcJ 1)1 riif factors must decide the 
amount to be paid for wages salaries, and 
commissions tn dGtermining these 
amounts several factors should be kept m 
mind These are 

1 Everything m your student 
operated business is scaled . own, there- 
fore, the amount paid will only be a fraction 
of what would normally be paid tn a real 
nustness for doing similar wo^k 

2 Wages and salaries should be paid 
only during the time of actual production 

not the entire time that your corporation 

IS in *»xis!f^pre. 

3 There is no money to pay wages, 
salarjps and commissions unless it is 
earned by operating a successful business 
and making profits from the sales of 
products 

4 The board of directors may find it 
necf?ssary to adjust wages, salaries, and 
commissions either up or down, 
depending on the outcome of the 
business 

SUGGESTED AMOUNTS 

As has been mentioned, the board of 
directors of the company must decide the 
amounts to be paid for wages, salaries, and 
commissions Presenlcd here are 
suggested amounts for consideration: 
howovor, they may need to be changed tu 
nif^frt your situation 

Hourly production workerg should be 
paid S 20 per hour (class period) Working 
one hour per day. five days per week, the 
weekly wage {without absences) would 
amount to , SI 00 



POSITION PER WEEK 

President $2.00 

Corpx)rate Secretary SI 75 

Treasurer SI 75 

- Vice President of Sates $1 75 

Vice President of Manufacturing . SI 75 

Vice President of Personnel SI 75 

Safety Director SI 50 

Purchasing Manager $1 50 

Public Relations Manager $1 25 

Advertisement Manager $1 25 

Awards Manager Si 25 

Research & Dev. Manager Si 25 

Quality Control Manager Si 25 

Sales Manager Si . 25 

Time Keeper Si 25 



(Salaried personnel should be paid 
more because of their extra assignments 
and responsibilities They are. however, 
expected to help with production as much 
as possible.) 

Commissions 

All members of the company, 
including the officers, will participate in 
the sales program, A commission of 10 
percent should be considered on all retail 
sales. Where products are sold wholesale 
(less than retail price) the commission 
should be reduced 
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SELECTING A PRODUa TO PRODUCE 



If youf compsiny is qoifiq to m^iko 
fnont'y. it'wMI be necossai y to niafujfactuft' 
and sell a product at a profit {Profit the 
money left over from a safe after all cost or 
expense of manufacturing and distr<- 
r»utHiq the pfodu has been subtracted ) 

Th** product selected to be manu- 
factured and sold by the company must be 
presented and approved by the board of 
directors Before a presentation can be 
made to the board, iiowever. much 
thought research, planning and hard 
work wiH go mio the selection of this 
product The production vice president 
, may provide the leadership in this 
selection or he may ask tnal a research 
and design manager be appointed to 
undertake this assignment If a research 
and design manager is appointed, he m 
turn may wish to form a committee to work 
on this assignment, or he may prefer to 
work with the entire class Regardless of 
the method chosen, he should begm by 
giving the group an orientation to help get 
the selection process off to a good start 
Hf-r*> .ue sof!)** thoucjfits h** should use 
his (.)fH»nt jtion Ttws<» arr iikr sp^ujal 
qtotjf»d rtjIf'S OutlinHU| how ttu* cjanv* 
shouUi })lay**d \i\ your student operated 
busm*>ss 

Factors to Consider Before 
Selecting a Product 

Equipment Available 

Many corporations could, if they 
waf)t*^fd to do so manufacture many 
different types of products Most of them, 
how^'v^M hav^' fOijnd it advisable \<f 
)p^'Ciaii/*/ witri 'jt)\y une of two prijducts 
Th**f^' ftiany r^»asons ^<;r this one of 

ERJC 



which would be the equipment (machines 
and tools) available with which to work 
Deciding to produce a new line may 
require an investment of thousands of 
dollars for new machinery before 
operations can begin 

This IS a factof that your corporation 
mi:st consider Is the faboiatory m which 
your manufacturing will take place ♦•quip- 
ped primarily for woodworking'? If so 
It would be to your advantage to consider 
producing a product made basically from 
wood so as to use the equipment already m 
the laboratory Remember the definition of 
profit Profit IS the money left over afier alt 
ei^penses have been subtracted A good 
rule to follow m all business endeavors is to 
keep your expanses down to a minifTiuMi 
TluMefore. consider carefully brtcn(> 
selecting a product which will require tfu; 
purchasing of new or additional equip- 
ment If at aft possible use what you t^av(^ 

Space Available 

Have you heard tfie t^tory of tin- man 
who built a boat in his basemenf? He spent 
every weekend during the fall and winter 
buildiriq the boat so that it would be r^Mdy 
'or fishing :n the summer. After investing a 
lot of time and money the proud builder 
called m some friends toshowoff hiscraft- 
manship He was beaming with pride until 
someone asked how was he going to get 
the boat out of the basement There was no 
way^ In his desire to have a boat and in his 
enthusiasm to build it, he had absent^ 
minrJediy overlooked the necessity of 

completion 



99 



m\ tm mum 




A hftU-thouqtit before s' nting would hav<- 
pf*»vr'nt*»<1 tfus pr(>hlt*fTi 

Yotif corporation may not face this 
safTit> r)roh!t*fTi, but just thmk for a momont 
ahout 9*at* and space Pictiifo m your mmd 
a book case or an end table Neither 
pf oj^ci iti as faige as our fr u?ric1 s ^ u\i, but 
s<i{>p()SH you select one of tfies*- as the 
prodiict yotj tnterul to nianiifactofe 
Mnlttply tt)is stz^* by 10. 20 30, or whatevet 
fMif'^iPer yoij HXfH'd to produt;*' afuf 
possihly th/?y wHt fefjutre nK)r(' work space 
than you hav^' Reniember ttiat ovf^r 
(.fow{le(f wofkMiq coruJittons cfea!(* a real 
t»af«*ty na/afd Yuu s/viM fM'('(J foofn in whicfj 

to 7v< ?f k 

Si ifiwthifU} to Cf >nstrJer wili be \hif 
i)\rii*f <Jass<^'s that os*' tlu^ safue laboratory 
{juf ffKj oth^-f periods of th<» day They also 
n*'#'d fooni hi wHict^ to wofk so this may 
fM*(.*'SSifatr' a pro(Ju{:t sftiali enrxigfi to h^ 
put aWiiy aft*M each p^-nod How nuich 
in<.k*'d stofa(j<' sp.u:*' is «waii.ii5l*' in Wi*- 

fN rrrips ttu^r^* ar** othnr things alOfK| 
thss sartKf Iinf? to consider, due to certain 
( . >f irfit'ons or limitations within thi* arna m 
//fiich thf work will he performed One 
tfi*nq IS tor certain thooqh it is a lot easier 
fo Consider tfiese pfoblenis now than to 
uit**t fiav^^ to stop production while 



someone attempts to find solutions to size 
and space pioblems Besides, if ypii wait 
until later, i! may cost money 

Time Required 

Time IS a factoi which must tu* con 
si<fefe<j immediately ht»caus^» it may plat 
somo severe restrictions on tfie pfo<juct 
ttmt your corporation will manulacturr 
Rasicatiy the oveiall plan is U) pro<fu(:*v 
sell and liquidate the corporation. Pay at- 
tention to the last item, because that is 
when you will qet back the money you paid 
for your stock, phis any dividends that rtiay 
have bi*tHi t\irned 

Most corporations keep producing 
and distributing, hoping that it will not 
become necessary to liquidate HertMn Ik^s 
one of the real hig differences h(Mwt*<»n a 
rral <;<>rporation and tin? oru* ttiat ytni havi* 
formt»d You mubt iiquidato and i! miist 1h* 
iJono {}y th(» tim<» tfi(» school year is over loi 
f)«Mt]af)5 before^ thr school year is over if 
your instructor has allocated a <:eit«iin liriir 
limit for this unit ) 

(Considering this factor. thi»fnodu(:t to 
br manufactured must be or^e that can be 




Wiff^ propr_n plannmq you wHi r^.t jin^i 
yoursf-lf fnU)isfo< at trie last dayuf tux^: 
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COmplft».«».l \Mtriir> trw tnn«? limits 
pstabhshed Don t biti' otf mofv thafi you 
can chow 

Pffce 

It IS roconim^^ndpd that thp pfoduct 
selected be one that would sell in ttie SI 00 
to S6 00 pf ice range Most items selling for 
less than S1 00 would probably be so 
simplp that no real productiun w*)uld b*' 
involved Those priced higher than S6 00 
fTiight present som<» selling problems 
which voiif inpxponenced sales p»>f sonnet 
...Mjifl not fi,ifidl<' 

Sources for Ideas 

WorKifUj witnm th<' ground rules 
.•siaolishod above, you sh^-uld be ready to 
b«-gin tne proc»'Sb o* deciding on th«' 
pt HliK t wMith v'oul (UMpotation wiH m,inu- 
farturi' TfuTe ate no set uiles to follow in 
this pfoceJuro It can be accomphshnd in 
MUfiy ways Rf-yaidless of thp method 
us.'d how»-v»:» tfu' desir»'d ♦'(id i«>sult 
snoulfl always tv Kepi m mmd That 4'nd 
f.'SiJit lb tM»- s»'l'-ction a product t" manu- 
i.:i,-\,if.- T;;at "lu-t tnni 

V'Hif c.ijf {)< •'<ition is t:apa!;!f uf {.Muducing 
.tf.d s.-Hifuj and it fiiso Of'siratjle for th*> 
pf.,dt(i ? t- ) M.rjf iti.MJfueiiiii'.'ns appr')val of 

f^iM'fiy ■■.tat'vl OIK' nit'tfHjd of s<'l*'t.tiMg 
,1 uio'lut;! wwul'.i Pi- to stait wiin many 
1^1. 'as 1 J Ji.itrw'.v i"t s" 'j<)Wf' If a t»'W and 
tf> sf'tecf (jne This (S a stmpU« procoss 

Your fifM task lb to qvt as many td.'as 
.IS po',^it)i»- Tti.s can accomphsh<'ri by 
W'jfKKiq i)it an individual basis m smaii 
• jfii.ips >;i as an <'nfir(' class 

At tif'if 'S qf'ftinq a" 'd"a on S'.."iH'tfnn(j 
t .! 'jn rn.iy s»'»'fT' iiHr- a r*'al p'ohl*'!!! All you 
f.; n()W»'V''f IS 1<> opi-n your eyes 
Mow ai"><ji;t io'fkitu] ,ifoiind youf honu' of 



Here is another thought Remember 
that your corporation is plannmg to sell the 
pioduct after it is manufactured That 
should qive you a clue Most sellmg takes 
place m stores, and there are probably at 
i»Mst a dozen stores close to your home or 
school All It would take is a visit to a few 
stores and you will see hundreds of ideas 
it would be wise to take along a tablet of 
notebook and make a little sketch of some 
of the items which look promtsinq Also jot 
down the price of the items, as this will tw 
valuable information later when you 
l-)i'Come concerned with marketing 
research Always keep in mind those 
factors to consider about selecting a 
product These ideas must fit into the 
conditions under which you must v oik 

Another excellent sources ■ < ideas 
would be mail-order catalogues > as 
Sears. Penneys. Montgomery "vaid, 
Spiegel. Western Auto, and others I esc 




Mail-ofder cataloques are a good soutf c 
for product (floas 



ii'sources contain hundreds of ideas 
Magazines anc newspapers are also good 
source's of id<;as Also, do not overlook 
V(jur scfiool library whon lo<jkirU| for ideas 
lak" a look at sonw> no-lt-Yoiir self 
hocks I hey air luadef.f wiin id«-as 
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The library \s a good source for product 
ideas 



Brainstorming Technique 

Her^j IS a te^chnique that wiii prodiJCr a 
lot of idf»as in a hurry It ts good with small 
<jf iarqogrotjps Appoint sonu^one to ;iCt as 
ii r^'corder to write* down the idi^as as thpy 
,if#' pfMScnted (On pappr tor smalt groups 
Of on thf» chaikboard if you are working 
With thoontiro class ) Rrmomber that you 
i\ft' jij!>f Vy-inq to got a (ot of ideas, so dof) t 




Brainstorming is a method that will 
prodiiCf a lot of ifjeas for proriuds ttj#it 
/oiif corporation can manufacluie 



tf y to analy/r each idea as to its feasibility 
for pioduction Just start naming tfiifigs 
which could he pr^uced. one nght after 
the other As soon as the record<?r has 
wntt<»n it down you arr f<>ady foi <inottifM 
idc'a You will qv\ a lot of had mIims hut 
these can iiv (iiscarded later 

After all ideas have ixyvn rxhausti'd 
hopefully, you will havt» quiti- a long list 
Tfu? next step will be to tH>gin iiturnwincj 
(fown this list to thr w or four icfiMs that ( an 
Im» studit^d more m detail Many uiras i an 
quickly dispost^ of for s<)m<* «>f the 
fuliowir^q rt^ascjris 

1 It will take tc»o long to build 

2 We do not .iave the equipment to 
build It 

3 It will takt? mort? money than we want 
tn invest 

4 To build It will require skills tfiat our 
group does not possess 

5 It has no practical use 

6 It G too big 

7 People wouldn t pay money fo» it 
bf^cause companies give th(Mn away 
for advertisement. 

Once your class has completed thts 
process, only a few ideas will remain 
These are called the "good ideas Now 
you must find the ' test idea" from these 
remaining few " gocKi ideas " 

A qood method of doing this would tu' 
to divide the class into -small groups 
With one group for each good idea Here is 
wher<» you will do some detailed study to 
flnto* mine if the idea your group is working 
/.itn stu)ufd become the product to be 
manufactured by the company Each 
group should include, as part of this 
detailed study, some basic market 
research. Discussing the product idea with 
parents and friends will give you some 
indication as to its sales appeal Later each 
group will give a detailed report to the 
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Paper models help in explaining a design 
Idea to the class 



entire class on the merits of the idea they 
studied After ail groups have reported, the 
ideas are discussed and finally one will be 
selected, based 01 > class vote 

It was mentioned that thn final 
selfctinq of thp product must bo approved 




The selection of the design idea should be 
voted on by the board of directors 



by the board of direotors Because your 
class is the board of directors, approval 
has just been given Your company now 
has a product to manufacture 
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1 HuiklHu^ tfu> pfotiJtvp<» 

T Mf VH pf*»SldPnl of p*(KltH lf<Ml IS 

f«'sp )''sihl«' fi H tf H'tsP MssiqnnifMils and tif» 
niiiv witfi lf>f? hr»lp of *1 coniniittec. do the 
actiial wofk Hv cou\(i. how^vor. ask Ihv 
'K t.carch and design manager and his staff 
Ij riandle this assignment Regardless of 
who does the work, the first step iS to build 
the prototype 

Building the Prototype 

The prototype is the original mo(iv\. a 
standard, typical example of the real 
pft;dijct It IS the banVe si/e as thv pin- 




Prototypes are handmade because no 

mei^ns for mass production has as y^t 
t)een made 




The prototype must be presented to thp 
board of dirf»ctors for approval 



fJiiction mod<*l and if it has any movahle 
parts, they should work Altfujugh 
prototypes are sometimes made from 
different materials the main difference 
between the prototype and the pro- 
duction model IS ttie method used to make 
it The production models will be mass 
produced, but this method is only practical 
when a large number of products are to 
produced The prototype must be custom- 
made since only one will be made 

Working from the sketches made 
previously, the prototype is built using 
whatever tools or machines are required 
Youf teacher advisor will supervise this 
»//fMk f.fosely. being ready to 'give any 
«-«stfurtions on tools, machines or safety 
ttiat arf- rujeded All work on the prototype 
must be done very accurately. b<*cause it 
will b«' the standard to follow later during 
mass production 
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Preparing Working Drawings 

AfttM iho prototyp*' has htM'fi com 
pl*«t«Ml WDfkinq (Jrawinqs nf its v;ifu)us 
p.ifts iift» pft»p.if«'i1 Thf (lini«»nm<Mis ft>f 
ttv» dfawtnqs aro obtain<'<J by CiifoftiUy 
t.iKing moasufcniiMits of the prototype If 
the parts contain irregular shapes (shapes 
ottuT than squares, rectangles, circles. 
♦ •tc } patterns will have to tx* made* 
Stxnetirnps il js tviSifM to make patl#>f ns by 
tracing th*» outline of the part before the 
pfon>type parts are assembled 



In making wc rking drawings i! sfiould 
t>M rHfTu»rT?b*'rHd that the drawtngf^ art 




Drawinqs must tv* made of the piuduci 
<infi Its p<ifts 



wrjfthless tinless ttif?y af<? cortipiete 
{)fawjn(js must infiif:afe the material to be 
used as wei! as the si^e arvl shape of th(? 
object and the location of all holes Tfiey 
must be fully dimensioned As a test to 
rjPt^Tfnine if a drawing is compU^te yotJ 
might ask yourself. Does it contain all th<^ 
ififf)f fiiation ni»pfief< to makn tfn; f)aft'^ H it 
not you rniist rompUir* it 

In addition V) w<ifki;Hj <ji«iwin(js uf 
thn parts a drawing of the ass^mibfeff 

P' /*')ty|.»^ S*' nild also tV' r.],{(i^' Thi y Wtil 

Show now the various parts fit togetfier 



Preparing Parts and Materials Lists 

The research and design manager and 
fiis staff should prepare a parts list and a 




Production department personnel ftuist 
determine the amount of mat#M ra^s 
needed to manufacture the product 



materials list Tfie parts Jist. as the name 
implies. IS a list of the parts giving the piUl 
number, the part name, and the number of 
part needed to complete one unit An 
example of an entry m the parts list wi>uld 
be as follows 

Part No 5 Side 2 required 

Thi? materials list consists of a 
complete listing of the materials needed to 
build • *ne unit fn tt^^is list you do not use the 
finisned size of the part, but rather the si/<' 
of mitenal needed to make the part Tfie 
types of material must also mentioned 

Having a parts list and a materials list 
will be a great aid m requisitioning 
materials needed to begin production 
Once the number of units to t>e produced 
tias been decided a little multiplic^ion will 
determine theamo jnt of materials needed 
to make the total required number of a 
particular part. In most cases it would be 
wise to increase this figure by 10 per cent 
to allow for waste, training, and rejectea 
parts 
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Price Must Be CompelHl¥« 

How much morwy are you planning to 
ask for your product'^ The answer to this 
question is very important to the success 
Qf your business Much thought and 
planning must be done before you can 
d€K:ide on the price to charge for the items 
produced There are two important factors 
to keep in mmd when pricing the product 
Thest' arf? 

1 The sale of products is the 
company s only source of income AM 
company expenses, such as satancs. 
wages. commissions, equipment, 
materials, supplies, plus whatever profits 
are to be made, must t>e recovered from the 
sale of products 

2 Prices should be in linff with those 
Qf your competition 

By doing a little marketing research, it 
IS easy to determine what your competition 
charges This is (tone by looking through 
mailorder catalogues or visiting stores to 
find similar products How much do they 
ask for the item'^ Since your product 
should be priced about the same, use this 
figure as a trial price ' 

Using this trial price you can 
determine what the mark-up will be on 
each product The mark-up is the 
difference between the cost of producing 
and distributing the product and the 
selling price For example, if it cost $.60 in 
materials and latx>r to make a product that 
wiii be sold for Si 50. and S 15 commission 
00%) IS paid to the salesman, your total 
pnce of producing and distributing the 
product is $ 75 Subtracting thp $.75 from 
the selltnq price of $1 50 gives <h mark-up 
of S 75 



Does this mark-up mean that your 
company will make a profit of S 75 every 
time ft sells one of its products'^ No. 
because you still have sowe expenses trirft 
must be taken into account You spent 
money for supplies for office work and 
advertisement , a small amount for 
equipment, and maytje one or two award 
trophies. What you need to know is the 
number of products that must be prcKluced 
and sold m order to pay all expenses that 
the company has incurred. This number is 
called the break-even point. Let us take a 
close look and see what it involves 

Break-Even Point 

In a business that manufactures and 
sells a product, it is important to know what 
the break-even point is This break-even 




Preparing a break-even-charf in a val- 
uable aid whnn flotPfmmmq tho niimbor 
of products to bo manufacfurfKj 
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point feprirsfffits iho numbor of products 
which must be mado and sold m ofdtM to 
break even When a company breaks even, 
no money is made and no money is lost 
Break-even charts are usually made to 
determine this information but they aft* 
also helpful because they i:how how much 
profit or loss the business has at any 
volume of business These charts are 
useful also m determining the voluine ot 
business to be obtained, and at times .iff 
used to help determine prices 

Usinq a Sftiall busmt»ss as an nxamplt^ 
fh hrlpfiji m understandinq Uu^ vaiui* o1 a 
brrak ovcn cnari Assume you dt'cuJf to 
qo into the photoqraphy busmrss Y«mj 
pu'Cfiasr* a Polaroid cam^'in films afhi 
flai.hcurK'S and you «ir*' all sft With uus 
oqiapment and Xhcsv supfMi<*s yotj attt nd 
srh«)f)l functions fdancr^s sprirf^ pv^'nts 
r>t<: \ and a^k p«'^opfo if thoy wr)uid hk<' ifi«Mf 
pictuf#»s tak^»n wf^h th^Mr dates f^i tfi^Mnu 
f>f Si 00 



At this point you may have some 
c)u«^stions such as 

1 How many pictu«^es will have to be 
sold lo pav for the equipmenf^ 

2 }fow many pictures wiU have lo tc 
sold to mako a profit of $2b Of SbO^ 

3 What will the supplies, films, and 
fiashcubes cost'^ 

Wp rafi Unri tht» answers to th(>s<»<jiH»s- 
tions { If St we will need information on the 
< ost ot tiu' «*«ju«pinent *uul S4jpplit»s 

Appioximate 
Cost 

Polaiuut s(juarf-st)nv)tf'f camtM/i Sl9 9b 

\/an#ihi*' cost 

Color him ib <'xposuri»s) 3 19 

Fiashcubes <okg of 3-12 flashes) 89 

With thp aho»'p inff)rmaUon a hreak- 
evert rl^art can be made from wfiich wo can 
find ttu' answ<*rs to our questions 



BREAK EVEN CHART 




inihm* of youf iMiSUM's-, 



By lookifuj dt the bf^fiK iwencht^ft. 
see that the break^even point is about 37 
pictures At this point you would not have 
made any profit, but you would have made 
enough money to pay tor the camera, 
thefefore. you woiild not have any loss 
From this point on. all pictures taken and 
sold wiH bring a profit This profit wiii not 
be Si 00 per picture because of the varia- 
ble cost of film knci f lashcubes which are 
involved every time you take a picture 
After taking and setlinq 100 pictures, your 
profit should be about S33 After 200 p«c- 
turps thp piofi! would amoiint to about 
S86 



With this break-even chart you can 
also figure how much cost is involved in 
the business. Taking 100 pictures costs 
about S63. About S115 is required for 
making 2(X) pictures. Hopefully, with this 
example you now understand the break- 
even ctiart Its real value lies in helping to 
determine profits, m determining cost 
requirements, and in ^tting production 
quotes to meet profit expectations 
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Duty of the Purchming Department 

The -mam duty of the purchasinq 
department is to see that all materials and 
supplies needed to operate the corpo- 
ration are ot)tained and delivered to the 
various departments within the organi- 
zation. This includes not only those 
materials needed m the production of the 
company product, but also any office 
supplies, packaging materials, safety 
equipment, or supplies required in 
connection with sales 

The vice president of purchasing is 
the head of this department and will need a 
staff of two or three employees 

Making Requisition Forms 

Just as m a real business as the 
various departments need materials or 
supplies, they will fill out a requisition form 
and submit it to the purchasing 
department The first job for the 
purchasing department should be the 
designing and duplicating of requisition 
forms These forms can be designed 
and typed onto a ditto or mimeograph 
stencil Your teacher-advisor can arrange 
to havo them duplicated in the school 
office About a dozen of the requisition 
fc'ms should be given to each department 
head m the corporation At a meeting the 
vice president of purchasing should ex- 
plain to the other department heads the 
use of these forms and how they should be 
filled out as supplies and materials are 
needed 

Check Requisition Forms Carefully 

As requisitions for materials and sup- 
plies begin to come m to the purchasing 



department they should tae ciftMutty 
checked to make sure that tney are 
complete and easy to understand As an 
example, you cannot order a piece of 
wood for the production department Yoii 
will need to know the niimbor of pir»crs Uw 
kind of wood, and the size given in 
thickness x width and x lengttv Tfus in 
formation should be on the requisition 
form If they are found to tx? incorr<?ct send 
them back to tfie department tur cofnK:- 
tion 

Requesting Bids 

After the requisition is carefully 
checked, the department is ready to begin 
getting bids (price quotations ) There are 
several ways that this can be handled, and 
all should work well. One thing to keep in 
niind. however, is that you may have a 




Sometimes bi<te can be obtainod hy 
phoning local stores 
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certain time in which to liquidate the 
corporation Th«s factor may necessitate 
making aif purchases locally because of 
the delay required ih corresponding with 
companies some distance away 

Bids can he obtained over the phone 
or by visiting nearby places of business 
which sell the items needed A few (i^opte 
could do this }ob if the number of items 
needed is small* or if the list contains many 
Items it could be divided andeach member 
of the class given certain responsibilities 
Roqafdtoss of the method used, try to get 
at loast thfoe bids on each item and write 
the prices down so that you can refer to 
them l.itrr 

Here is something to keep in mind. 
White you are getting the prices, ask if they 
nave the item m stock You cannot afford to 
place an order at a store and discover that 
the items must be ordered. This could 
cause quite a delay 

it IS not a bad idea to explain to the 
store owners about your student 
corporation Quite often businesses give a 
discount to schools when they are 
purchasing for educational purposes 
Never forget the definition of profit, and try 
to keep the expenses down to a minimum 

Finding the Best Price 

Aftor bids have been obtained on all 
items It IS time to decide where to buy your 
m;itofi;Hs and supplies Make a com- 
parison of the prices received on each 
Item you wilt accept the lowest bid It is not 
nocessary to buy everything from one 
place Always pick the best price Once 
again the number of items on the list will 
delnrmine if tnis comparison is made by a 
few people or if the entire class will 
participate 

This process should result in a 
complete listing which will include the 
item tnepnce. andtheplaceat which it wiil 
be? br"*ght ThiS is called a purchase order 
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The purchase order is then presented to 
the board of directors for their approval. 

Purchasing 

When approval is given the pur- 
chasing can then be done. The items can 
either be charged, if the .-:ore will permit 
you to do this, or paid for by check. Do not 
forget to get an invoice or safes slip If the 
sales person does not give you one be sure 
to ask for it. The invoice will be needed 
later because all expenditures niust be 
accounted for in some way. In other words, 
if a check is written to a store in the amount 
of $1.29 for the purchase of a bottle of 
white giue. a box of tacks, and a bait of 
stnng« you should have an invoice or sales 
slip showing tf^se items and the amount 
paid. This is the method used to account 
for the money spent by the corporation 

You may wonder why you need the 
invoice or sates slip since the purchasing 
department can see that you have the glue, 
tacks, and string. Possibly by the time the 
accounting process takes place these 
items will have been used in the manu- 
facturing process. Therefore, keep all 
invoices and sales slips. 

If you purchase something for the 
corporation and are given a sales slip, take 
a pencil and write the description of each 
Item next to the price. Do not say to 
yourself, ril do it next week." By then you 
may have forgotten what each price was 
for Rememt^r that this sales slip is 
needed to account for the money spent 

Checking in Materi^s 

As materials and supplies are 
delivered or brought in ihey should be 
carefully checked for damages. The 
invoice sent with the delivery or the sales 
slip should be checked against the 
purchase order to see that it Is correct, it 
any items are missing, an attempt should 
be made immediately to discover the 
cause 
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As purchased materials are re<»i>«<l they 
should be inspected to see that the order 
IS correct and not damaged 



After the purchasing department has 
checked in the materials or supplies, they 
are given to someone in the department 
that placed the requisition. That person 
should be asked to sign the invoice as 
proof that it has been received by the 
department. 

Accounting Procedures 

The accounting procedures of the 
purchasing department should consist of a 
record keeping system of two types 
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The first type should be an itemized 
listing of all purchases. This would include 
the date of the purchase, the description of 
the item purchased, the place where it was 
purchased, and the price paid. 

Secondly, all records should be kept 
that deal with every transaction. For 
example, if $.59 was spent for a bottle of 
glue, you should have the following 
records. 

t. A requisition from the department 
requesting the bottle of glue. 

2. A purchase order for the bottle of 
glue. 

3. An invoice or sales slip showing that 
the bottle of glue was purchased. 

Other items may. of codrM. appear on 
these requisitions, purchase orders, and 
invoices if many iterhs were bought and 
received at the same time. 

Summary 

The purchasing department has the 
responsibility of buying all supplies and 
materials needed in the organization. As 
they receive requisitions from the various 
departnrrents, the requisitions are check«j 
and bids are taken from three or more 
suppliers. By carefully examining ail bids 
the best price is found and the purchase 
order is prepared. The items can then be 
purchased. When the purchased items are 
received they are checked and given to the 
department which placed the requisition. 
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PLANNING FOR PRODUaiON 



Let us review the progress made 
toward getting into production Your 
company has selected the product that it 
plans to produce and the prototype has 
been built Working drawings, parts and 
materials lists have been completed. 
Requisitions for materials have been sent 
to the purchasing manager Although you 
may think you have nothing left to cjo until 
the materials arrive, you are mistaken This 
ts a very critical time, for what is done now 
could well determine the success or failure 
of the entire business endeavor Now is the 
time to get into the planning aspect of 
pfoduction There is a tot to be done 

ite.ns to consider during this plannmg 
stage include 

1 Storage of mdleridls 

2 Operation analysis 

3 Setting up oroduction line 

4 Assigning and training the work force 

5 Quality control 
ff Tnal run 

The vice president of production must 
provide leadership in this plannmg. He 
may tiowever, assign qertain members to 
take? over specific responsibilities 

Storage of Materials 

Do not wait until purchased materials 
arp delivered to begin making plans for 
storage Although it is idea! to store raw 
niai^^rials close to the area where the first 
operation on the product will be per- 
formed and to store completed products 
r io^** to th»' ar^H ffOfTi wfiich thpy U>avothr» 
plant, this may not be possible in your 



school laboratory. Your tcacher-advisor 
will assign a storage area in or near the 
laboratory All ' Qiateriais should be 
carefully checked when received to be 
sure they are as ordered and not damaged. 
The materials can then be stored until 
needed. Be sure to store the materials in 
the order in which they will be used. 

As other classes may use the same 
laboratory during the day. it will be 
necessary to take out and put up materials 
each work day. In preparing a work 
schedule, take this fact into consideration. 

Operation iUialysis 

Exactly what work has to be done on 
the raw materials to change it into finished 
parts and then assemble these parts into a 
completed project? Answenng this 




T he prototypp is studied to determmo the 
operations required in its produciton 
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question involves of^ratmn analysis and, 
requires a careful study of the prototype 
and ttie working drawings* of the various 
parts Each part is analyzed to learn what 
.>ptMatjons are lequifud A wuodon pait. 
for example, may have to be cut twice, 
pianed on two edges, two holes drills, and 
then sanded A peg may tje cut to length 
from a dowel rod and then sanded on both 
ends Once it is learned what operations 
must be performed, you can then decide 
which tools and mrxhines will used to 
do these operations Jigs or fixtures may 
have to be designed for some of the 
machin*»s 




Jigs and fixtures must be properly 
designed m order to make production 
more efficient 



,For each part (parts should be thought 
of as finished ptoducts) a plan of proce- 
dtjre should be made listing the various 
steps (operations) that must be done in its 
cunstfuction For example, a plan of pio- 
ceduro for a part may look like th^» follow 
mg: 

PLAN OF PROCEDURE 
PART NO 2 SIDE NO REQ 2 
MATERIAL 3/4 ' VVhite Pine 
STEPS 

1 Cut to width (6") 

2 Cut to length {18") 

3 Trace pattern 

4 Cut out design 

5. Drill pilot holes (4) 
6- Sand smooth 
7 Apply finish 

This plan of procedure does not 
mention the tools or machines used in 
performing the c^erations Actually, each 
operation could b^ done in 2 or 3 ways The 
first two operations, for example, could be 
done using a table saw. a portable hand 
electric circular saw. or hand saws The 
best tools and machines to use will be 
determined in tH*> n^xt aspect of planning 
for production 

Settii^ Up Production Line 



T he prototype and assembly drawings 
alsD must be analyzed to learn how the 
parts should be put together Such 
infof rTiation wiH be valuable when setting 
up the assembly line 



Members wf)o helped build the proto- 
type/should be of g'^eat assistance when 
undertaking the operation analysis As 
\\u'sn people have already performed the 
operations When they built the model, they 
sii04ild remember many of the operations 
.r i h^\y^' i^n undf-f st^ndinq of what is 
involved in each. 



You must first decide what equipment 
will t>e involved in setting up the 
production line- The plan of procedure for 
the various parts should studied to find 
out which of^rations must be performed 
The method for performing these opera- 
tions, hand tools or machines, must now 
be decided Of course, if the laboratory is 
not equipped with the machines requited, 
or if they cannot be used for some reason, 
hand tools will have to used 

Route the work to the various 
machines or work stations in the same 
order as the plan of procedure indicated. 
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Routing of wofK nnist in* vv« ii pl*<nnfMl 
before tho pf {)tliji:tu»fi *s ^r*<'t up 

As one operation is completed, the work is 
routed to the next machine or work station 
where the second operation will be 
performed A roii!ing chart or flow chart 
should t)e made to show how the work in 
process will move through the complete 
production cycle^ All of the routing should 
t)0 planrit'rl ofi th#' flow cti.ift It is J ^ot 
'easier to work out things on paper than to 
move heavy machines and work tables, 
only *^?v»* to thpin aciciifi Do fK)t 

move anythmg unless it is worked out' on 
the flow chart Actually, you may be limited 
tjy what can be moved it some machines 
are anchored to the floor Of if other classes 
use thf> laboratory Always get your 
TfMcher- advisor s permission before 
movmq equipment 

A's vniOiHiq Um* parts mtu the tif nst)*»U 
pf ;du(..t r;4n t>»- <jon^» at the las? slaqo of the 

\un^iMiAu}n line ut a separate a^^sembly 
line can he set up The method you use 

h'\)**nii-, th*^ fuimher of piUts 

irv.'i jIv«m1 .vvi wM^-ttH'f tn*»v Will ail hf» ready 

it -.anir nnie it rtiay becf)me ne<>»ssaf y 
TO sto^ KpiiH parts as th*^y aie comp!et«?U 
\iP.V* -'^nouqf^ f'e*^ pffKJured to b'^qin 
.r,.*'Mi:j;{nq tn ft^s cas*- tn.- sepn'ate 

uv^ r.ofTiplettOf^ of t^H? flow chart 
ii .it . )W s<'<'fi i^^ri^ tiy flow tti*' wof k in 



assigned a numtK?r and that number noteo 
on the flow chart 

Assigning and Training Work Force 

When assigning workers to do the 
various operations it should be kept in 
mind that this is a learning experience All 
members should take part m the pro- 
duction process and should be assignee 
some operation to perform This may 
require assigning two or three people to 
the same job, depending on the class 
enrollment This, however, should allow 
work to continue even if there is some 
absenteeism dunng production 

The production vice president . or his 
appointee, must see to it that each worker 
IS assigned an operation to perform and 
understands exactly what he is to do He 
should t>e shown what he is to do. wtiat 
tools or machine he will use. and the steps 
to follow in doing the work Th<* worker 
sfu:»u!d be given a chance to perform the 
operation' on scrap material The safety 
director should observe tti^ worker to be 
surt* he is performing the job correctly ami 
Siifely If the work appears to be too 
difficult for th<* worker . it may ht» nt'Ct'ssai >/ 
to Change fum to an easier task 

Having two or three workers assigned 
to each operation should solve Itu? 
problem of materials handling One of th*;» 
workers can take the completed work to 
tf)e next work station Be sure and 
(designate who is to do this \uh 

Quality Control 

Making surethat finistied products are 
fff'e of defects is the responsibility of ttie 
(liiality control manager Deciding if a 
prorluct IS acceptable or defective (.an 
usually tx? done by inspection after it is 
completed Dut what does it mean if a 
product IS defective'^ It means that a lot of 
Inru' and money have been wastecj 
P'^^'-luf.inq a defective product The^iuai^ty 
M5!fo! ft!af»ag»>f must .^^^r* to *J a: IiMh- 
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Inspection should be done before a lot of 
incorrect parts are made 



r^nd money do not go into producing 
f>fodijcts that must be rejected This 
f f'Otjtres some inspection during the entire 
DfuiiiiCUun process not just a finaf 
fispf'Ction of the fmtshed product In- 
spection nowever is costly It not only 
• onsumps fimf^ nut also slows down 
i.ru^^iclion work Knowing what and when 
to inspect, therefore, is important. Here 
r^^i' A f^*w f ulf.^s concerning what dnd when 

to fflSpf^Ct 

1 Inspect raw materials — do not waste 
time working on defective materials 

2 Inspect before domg costly 
operations — never perform such 
opf^rations on defective materials 

3 Inspect before assembling — 
particularly if it is hard to undo 

4 Inspect before any finishing 
operation — sometimes it covers up 

defects 

5 Inspect the finished product 

Although the quality control manager 
IS rf»sponsihle for alt inspection, he should 
n//t ailernpt to do it all himself Since the 



workers have to handle the materials when 
performing their various operations, they 
should be able to inspect it at the same 
time, providing they have been told what to 
inspect and how to do it. The insfi^ction 
process should become just another step 
in performing the operation. 

in many cases this inspection step is 
very simple and only requires looking at 
the material. On a wcK>dworking operation 
the worker can be instructed not to do 
work on material that is cracked, badly 
warped, or has knots. No time is lost 
t^ause the worker can make this visual 
inspection while he is positioning the work 
on the machine, in ^ sewing operation the 
workers could be told to reject any material 
that is torn or has faded colors. 

Of course, not all inspection is this 
simple Sometimes materials must be 
measured to determine if the work is 
correct When possjible. simple gauges 
should be made to speed up this 
inspection process 

Not everything that is rejected has to 
be scrapped in many cases rejected 
materials can be reworked or used to nmkv 
other smaller parts 

Tii^ Run 

Regardless of the amount of tinw and 
effort put into planning for production, a 
trial run will usually turn up something that 
has t>een overlooked. This is the purpose 
of the trial run. to uncover those items 
which have been overlooked. It will also 
give all production personnel an 
oppoMunity to practice their particular job 
without the usual rush which takes place 
rjijring actual production 

For the trial run. workers take their 
places on the line, materials are moved into 
position, and production begins- This work 
should be supervised closer than regular 

pfoduction since problem areas are being 
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sought. Here are a few typHcal problems 
that the trial run may uncover 

1 Workers not sure of their duties 

2 Materials not flowing smoothly 

3 Bottlenecks occurring at critical 
points 

4 Too much work being rejected 

Most of these problems will "work 
themselves out" as personnel become 
more familiar and skillful at their tasks. 
Management must, however, be ready to 
take action when it appears that the 
problems are not coming to an end. In 
some cases personnel changes may have 
to be made Additional workers may have 
to be assigned to assist with some 
operations where bottlenecks are 
occurring. More jigs or fixtures may have 
to be designed and constructed to make 



work go faster More instructions may have 
to be given to some workers 

The time allotted to this trial run 
should be long enough to let all personnel 
perform their tasks two or three times One 
of two things could happen after that. First, 
alt work may be stopped while needed 
corrections and adjustments are made Or 
secondly, if no major problems show up 
that cannot be corrected while work 
continues, you might go right into 
production with no stoppage of work. 

What do you do with any completed 
parts or products produced during the trial 
run? If they pass the final inspection they 
can be used in the advertisement 
campaign and later sold. 
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DtJftng pfoauction a\\ members of class pitch m to get the job done ; 
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PRODUaiON 



If the proper planning has been done. 
pf{jcluction should get off to a good start If 
p?upuf planning was not done, then you 

probably m for trouble, because it will 
ru)w have to be done white production is 
t*ikinvj place. This often results in a lot of 
work stoppages and an unusually large 
Mnujiint of rejected work 

Assuming that proper planning was 
done and your business is now manu- 
facturing parts and products, much work 
ftujst still be done to assure that things 
cor^tintie to run smoothly Much of this 
work involves production control 

Production Control 

The vice president of production, or 
sunmune he assigr)S. has the job of con- 
trolling production This mdividual must 
IV r>n trif^ alert to anticipate and sotv'fe 
pfubU^ms before thoy happen and cause 
trouble Here are a few examples of items 
that come under production control 

1 Keeping a supply of raw 
mat^inals - Do not wait unul you are 
almost out of a certain raw material before 
you reorder You must anticipate when 
additional raw materials will be needed 
and place orders far enough in advance so 
they will be ilehvered before your supply 
runs out This requires a knowledge of not 
only the rate at which materials are being 
used but also the number of parts 
completed and the total number required 
At the same time, an attempt must tx? made 
to avoid over-ordering so as not to have a 
lot of materials remaining after production 
IS completed If this happens it could be 
very costly and could cut heavily into 
expected profits 



2 Producing the correct number of 
parts Parts are not prodiiced at tfie 
same rate To make some {>arts. numy 
operations are required before they are 
completed Other parts may be compi ?te 
after only a few operations ft is not 
uncommon m a student operated htisiness 
to produce a lot of easy-to-make parts, but 
only a few of the hard-to-make parts But 
parts are of no value until assembled into a 
product If a product contained two parts, 
and 1 50 of one part are made but only 20 of 
!Ke second part are made, only 20 products 
can be completed. Keeping track of the 
numfc^r of parts being produced is part of 
the production cqntrol process. 




An important part of inventory control is 
keeping an accurate recocd of parts being 
manufactured 
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3 Making up production de- 
lays Unexpected delays m production 
can be disastrous to the business 
opoMting on a tight scfitviulo Miicfimoiy 
breakdown, absenteeisnt or unplanned 
school activities can easily cause pro- 
duction delays Th^mdividuai in charge of 
production control must tako whatever 
action is needed to get production back on 
schedule Assigning additional workers or 
working during times other than the 
regular class period may be necessary 
Arrangements for additional working time, 
hownver must always be cleared with the 
teacher -advisor 

4 Controi stock o< parts and 
products - As has been mentioned, parts 
are not made at the same rate This may 
lequire stocKpihng some parts while 
waiting for others to be completed before 
assembling can begin Later as products 
are assembled, they too may have to be 
stockpiled until tney are delivered to the 
sal*^s personnel The individual 
tesponsible fo' p»^oduction control has to 
know at all \m\es the ex^ict number of parts 

5 Checking out nroducts to sales 
P*-*f^onnrM - Becaus*' ot tne limitation 
storage space it may not bt* possible tc 
turn ovr-r at! completoa products to thr 
SfiM's d^Pfifirtif^M! for distribution to the 
sales force Instead, the sales force may 
have to check out products directly froni 
tnp pff)diiCtion department as npeded If 
tfiis IS the case the individual m charge of 
production control must keep an accurate, 
up-to-date record of how many and to 
whom products are issued 

6 New plans if original plans 
fail The person m charge of production 
control must be ready to step in with new 
plans if It is learned that original plans are 
not producing tf^ desired results This 
could happen in connection with routing 
of work, matenais handling, final as- 
sembly, finishing, or in the inspection 
process; but if something shows up that is 




The teacher-advisor can be a big help in 
solving production problems 



not running smoothly it must be changed 
There are usually several ways that things 
can be done, so you must find another 
method that will produce the desired 
results 

At times, even though everything is 
going well, a t>etter method for doing a |oh 
may be found If it means a savings in 
either time, effort, or materials, or if it will 
losull in a bettof prodijct. it shotiki hi - pu! 
into effect 

Safety During Production 

Much has been done durmq \ho 
planning stage to insure that all work wiM 
be done without accidents^ In training the 
work force the correct and safe way to use 
machines and toots while performing 
operations has been emphasized The 
production line has t^n arranged to avoid 
coftgestion and to eliminate any unsafe 
conditions But safety cannot tn^ forgot- 
ten }ust because some planning has 1mm 'n 
done Safety must be continuous 

Situations can change in a hurry once 
production begins The aisle space 
betv^en machines purposely left to avoid 
congestion can quickly become cluttered 
with materials in process The workers 
who appeared to be so concerned about 
safety during the trial run when operations 



were being perfofned at a sluw rait? may 
forget about saf(;?v dunng the fast work 
pace of production The necessity of 

W^'annq prnpi^r sat*»tv «'qii:pf?l<»Mt is i?ttt'f! 

overlooked or forgotten 

ft IS the duty of the safety director to be 
constantly on the alert to spot unsafe 
working conditions or unsafe acts on the 
part of the workers Any unsafe conditions 
Of acts detected should be corrected on 
the spot If It IS necessary, the safety 
dtrectuf should <eof free to c aM tipon Um^ 
teacher-advisor to enforce all safety rules 
find regulations 

« 

Inspection 

Although ttie inspection process 
what to inspect, when to inspect, and how 
to inspect may have been well planruKl 
the tnat run may not have produced 
♦ MKiugh paf ts or products to really put it to 
a proper test Therefore* during the early 
stages nf production miicfi atterition 
bhoulrl he given to inspection 

Rr-mernhpr that separating the good 
products from the bad products is only a 
small part of the reason for inspection 
More important is to avoid spending time 
and materials producing def«:t!ve pro- 
diJCts of no value This can only be done by 
inspecting dunng the entire production 
process ra\t\er than |ust insp€H:ting the 
completed product 

Wnen defective work is found, an 
attempt sfiould bf» made to determine why 



it was defective Perhaps the workei does 
not know how to do the operation, the 
worker was instructed incorrectly, or the 
machine may be defective or set up wrong 
Once the cause is found and explained to 
ttie worker,, tf^ situation is usually 
corrected At times, however, a new worker 
or a different method of doing the jOb may 
have to be substituted m order to eliminate 
the defective work 

Coniplot^g Production 

As production comes to a close more 
people are available for assembly work as 
parts are no longer being rrtade Tfiese ex- 
tra personnel should be given the instruc- 
tion necessary for performing assembly 
work and assigned specific duties It may 
be desirable to set up additionat assem- 
bly lines rather than just assigning extra 
workers to assist those presently doing the 
work Regardless of the method used, with 
everybody now doing assembly work, it 
shoiild not take long to complete produc- 
tion 

With production completed, attention 
should be g? i^en to putting the latx)rator y in 
top condition Now is the time to throw 
away all scrap materials, clean tools and 
machines, and get the storage area 
cleaned and straightened All unused 
supplies and materials should be 
mventoned. and proper action by the 
board of directors should be taken for its 
disposal. 



129 



SELLING THE PRODUa 



Duties of the Department 

!fu» vuf pft*si(lt?nt o! saU^s and fiis 
staff Mavt » tfie job of planniftq tho adverttsr- 
tni'fil iMfnpaiqn and managing the sait^s 
pftnjfaf^t AH nuMiihofS of the class, 
fiovv^'vr \/viSl i>*(:ofnt'^ sai^'^nien (Junng Vu- 
baU'S pT j^ifiirn 

In adiJitfon \<) Ihf ^r^itM.if ttU'Conipany 
it fMiiy l)ocom<' ru'Ct'^ary to raiSt* 
a«Mitionai t «ip«tal t)y st'Hniq moff stock in 
tnt* CMjpofatnjn If so. tfus dt»partniont will 
tiavf thf add<*d rospunsibility of fiandhng 
ttiis btock-vlhnq campaign 

Preparing Required Forms 

In j.unni-ction witn sat^^s. tnts dvp^vr- 
tijf fns I tf«'s«' af*^ 

S'li**^ T^M:«*»pt'- 

y ' juf t»'.K ti«*f .i'1v^>^>r Will issist y* h» in 
rji'sn^fuMij fh* \*- fofuis Th<>v can ttn-n 
ffar' d typ^^d onto a ditto minn'o 
(}f<4{>ti sti'nr.il Sincf* tti<' fufftis do f?ot ht*v»- 
to t^^- as lafq«» .!S a f oil sh<»*'t < »f papn two <if 
ttif#'#« slu)uld br ptit on ftu' sani4» st^^ntji 
Your ti'acMiM -adv«*^of i.af) ai f anq<' to t^avo 
tfu's^' ffuplicat^'d in tfu* s^:hool offi<.*' Tfi#'y 
WJll <5f Cfjijfsi' hav*' t<J tM- cut af)<iM wht^n 

Selling Preleffed Stock 

If tiu? board of dtrectorsauthofi/estfi*,* 
sai^» i)i a certam amount of preforred stock, 
it will be the responsibility of the '>ati's 
iji'P.if!nt# fit to plan and supervise tfiis 



seilmg program This mvolves planning 
the sales promotion, instructing tlie cl<iss 
in selling practices, staying infoimed on 
how sales are progressing, and handling 
the money received from stock sal**s 

InstfuctirHi the Sales Force 

T he biggest job wiU he tfi-t! f)f 
instMictmg the class in selitng practict s 
Hof*^ are some pomtf- ttiat stiould he 
included in ttiis instruction 

Whom stiould I ask to buy stock If 
you listed everybody you could thmk of 
you woiild still overtook some Everybody 
IS a prospective stock buytM HtMeaii afrw 
people to consider first 

1 Par^'nts of tfir students lo 
class They support everything I'lse tht- 
school does and this is )UL»t as importarU 

2 T<*achers in the school ' They are 
always asking you to support school 
acfivitM*s: now ask therti to supoort yours 

3 Yourbankei After all you did open 
an account at his bank 

4 Local merchants Some of your 
supplies and materials will be bougfit from 
them 

5 Local busmessmen - They should 
have a real interest in the free enterpnse 
system and your student corporation 

6 Other students ;n the school Wfiat 
are friends for"^ 

What do I telltfie people'? Fxplain your 
student corporation, the product to be 
made and sold, and what profit is 
expected Tell them who the teacher - 
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advtsol IS wh.it oVwt sttidenls are 
involved and that i! is a school activity 
Yo4i will want to explain that preferred 
stockhcJiders will liave no voting rights in 
the corporation but wiU ttave other 
advantages Preferred stockholders will be 
paid first when the corporation is 
dissolved, and they wilt also sfiare equally 
in whatever profits are earned. Be honest 
and tell them of the risk involved If no 
profit IS made they will not receive any 
dividends If the corporation goes broke, 
they could lose their investment. Show 
them by your enthusiasm, however, that 
yo44 believe the corporatioqi has every 
chance of mak?ng good 

WjMt IS pr!<:#» of Prt'ftMif'd SfiHjk'^ 
UO p^M sharp 

How nuicfi Stock can somronp buy^ 
No one should b3 allowed to buy more 
than five shares of preferred stock 

How do I make the safe'? ^ake the 
buyer s check or cash and fill out a receipt 
completely m duplicate Give one receipt 
to the buyer Tell the person that his stock 
cf^ftfficdte will be delivered or mailed 
wfttim a few days 




Before tfie start of the stock safe 
campaign thecertificate must be carefully 
explained to the class 



What should we do with the money'? 
The money and the copy of the receipt 
stiould lH» turned in to the safes dc^p.itt 
m€'nt 

A simple training program wiH be 
needed to make sure that the salesmen (all 
class members) understand the above 
information. You should be able to do this 
m 15 or 20 minutes at the start of the class 
period Emphasize the importance of 
turning in money as soon as sates are 
made so that you will be able to keep track 
of the number of preferred stock being 
sold. Rememt^r. you don't want to sell 
more than is necessary. 

Designing Stock Certificates 

Since your corporation is planning to 
raise capital by selling stock, certificates 
must be designed and reprodticed After 




Someone must t)e assigned to design the 
stock certificate 



they are designed they can be duplicated 
on either a ditto or mimeograph machine 
Your teacher-advisor can arrange to have 
this done in the school office 
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Attt^r being traced onto a stencil, the stock 
certificates are run off on a copying 
machine. 



Designing of the stock certificate can 
be done by the committee, small group, or 
entire class method. Regardless of the 
method used, the class should be given the 
chance to vote on the final design. The 
approved design can be traced onto a ditto 
or mimeograph stencil and duplicated on 
the machine 

A word of caution should be 
mentioned about the safekeeping of the 
stock certificates These certifics^es 
represent ownership in the corporation 
and because of this they are valuable Take 
care of them Later when the corporation is 
dissolved, each stockholder must 
surrender (turn in) his stork certificate to 
the treasurer to obtain his invested money 
plus whatever profits he may have earned 
it IS a good idea to design the certificates 
so that they can be numbered as they are 
sold In this way a record can t>e kept of 
who has bought stock and the certificate 
numt)er which was issued to them 

The Advertisment Campaign 

Regardless of how well a product is 
made, wnat a good buy it may be. or how 



much It IS r>eeded, it will not sell unless 
people know about it. The purpose of your 
advertisement campaign is to bring the 
product to the attention of the public 

Do not wait until ail of the products 
have been manufactured l)€fore t)eginnmg 
the advertisement campaign; start as soon 
as the corporation is fv^rmed. Most schools 
have a weekly student newspaper, and that 
would be a good place to start your 
advertisement Write an article about the 
student corporation and what it plans to 
do. Even if a product has not been se- 
lected yet. you can still advertise th^^i you 
will soon be manufacturing products The 
student newspaper should be used 
throughout the school term to keep the 
Mudent body informed about the pro- 
gress of the corporation 

After ttie corporation has selected its 
product and the prototype has been built, 
the prototype could be put on display 
someplace in the school building so that ail 
can ^e it. Posters announcing the 
product can also be made and displayed in 
the school 

Most local newspapers will be glad to 
do a story on your student corporation if 




Posters are effective means of advertising 
the company prcKluct 
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they are informed about (t This is an 
excellent source of advertisement because 
It gets the attention of the entire 
community ft «S also pxroltont piibtic 
relations fof the school 

Still another method of advertisement 
which nmU put your product before the 
public would be poste«^s or displays m the 
communi / shopping malls Take a 
folding card table, two chairs, and thP 
prototype to the shopping mail on a 
Saturday and ask someone for permission 
lo display the produiil As p^pie p€*ss, you 
will get the chance to tell them abom your 
product and possibly even get some 
orders 

By giving some time and thought to 
this advertisement campaign, you will be 
able to come up with many more ideas 
Keep in n^md that if extra help is required in 
domq this work yon shouJd let the person- 
nel department know of your needs For 
example if you plan to set up a display at 
tne shopping malt you will want a lot of 
ppopio working shifts during the day 

Advanced Sales 

S^'liirig products before they are 
niantjf actured is referred to as advanced 
sal^'S Some businesses use this method as 
a means of raising working capital In your 
student corporation, however, it is not a 
good idea to make advanced sales 
t>^c:ausf^ you may not be able to produce 
tno number of products expected and 
wouin have to ref md the monies received 
And worse by that time you may not have 
trip money to make refunds 

You can however take advanced 
orders and the customer will not pay for 
the product until after it is produced and 
(iofiv^'f^fd In tho ovf'nt tf\at you car'inot 
d^fiv^n you h;ivr no problem because 
the product was not sold and no refund is 
necessary 




A good sales demonstration should be 
de^ioped and presented to the class as 
part of the sates training program 



When someone wants to order one of 
the corporation's products, the person 
should fill out an orcter blank, giving his 
name and information telling whether it 
wiU be picked up or delivered. If it is to be 
delivered sure to get the address. As the 
products are completed they may be 
picked up or delivered and the money may 
be received for tf em. 

The vice president of sales must keep 
the vice president of production info'^med 
n3 to tne number of advanced orders being 
taken These advanced sales could have a 
direct effect on production planning. 




Do not overlook the school serrf^tary Von 
might |u$f make a sale 
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The Sales Program 

As the completed products begin to 
. come oH the assembly Imc, you <i»f ready 
to get into high gear with sales Where to 
sell depends, of course, on the type of 
product your corporation has manufac- 
tured If It IS the type of product that has 
student appeal, then the school building is 
the place to set up your business. Shop- 
ping malls or door-to-door selling may be 
best tt the product is of an adult nature 
Regardless of where you sell, remember to 
always get permission before starting. 

When selling at school, try to set tp a 
booth where the mam traffic in the builainq 
passes The basemerrt. main hallway, in- 
side the main entrance, or outside of the 
lunchroom should be good spots. Assign 
different students in the corporation to be 
at this booth before school, during lunch, 
and after school for the purpose of making 
sales 




The lunchroom peraonnef might be 
interested m your product. 



Be sure to have money ready to make 
change You dr not want to lose a sale 
because you don't have the proper change. 
The vice president of sales should see that 
change money is made available. 



A sales receipt shoti4d be. made out >n 
duplicate. This can easfiy be done by plac- 
ing a sheet of carbon paper between two 
receipt forms Be sure and fill out the 
receipt completely, giving one copy to the 
customer and keeping the other The 
receipt kept will be used for accounting 
purposes and also when figuring com- 
missions. 

Commissions and Sales Award 

In a real business when a salesman 
sells. a product, he is paid a commission. 
Usually this commission is about 5 to ^0% 
of the selling price of the product 
Your student corporation should consider 
paying commissions: it will not only en- 
fiOiirage sales, but will also reward those 
whc #»orK hardest during the selling cam- 
paign. 

Another idea would be an award for 
the outstanding salesman, the student who 
sells the most products. A small trophy 
could be bought and presented during the 
school's Awards Day programs. If you 
decide to do this, have a picture taken at 
the presentation and have it put in the local 
newspaper 




Awards for outstanding satesmanship are 
incentives to boost sales efforts. 
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Since both commissions and the sales 
award will involve money, the idea will 
have to t>e presented to the board of direc- 
tors for approval If it is decided to pay tho 
commissions and present the sates 
award, the money involved must be in- 
cluded in the price of the product 

Accounting Procedures 

The accounting procedures of the 
sates department consist of record keep- 
ing of three types These are 

1 Expense record 

2 Sales record 

3 Bank deposit receipts 

Expense records — All expenses m 
connection with advertisement or sales 
should be recorded. This shoulo include 
the date of purchase, the item bought, and 
the price paid For all expenses there 
should also be a requisition form con- 
taining each Item. 

Safes records — An accounting of all 
sales, whether stocks or products, should 
be kept The date of the sale, the cus- 
tomers name, the price paid, and the 
salesman's name should be recorded 

Bank deposit receipts - AU bank 
deposit receipts should be kept The total 
amount of the bank deposit receipts 
Should equal the amount of money taken m 
from the ^^ale of both stock and products 



The viTO president of sales must keep 
his records up-to-date. At each board of 
directors meeting he should be prepared 
to teil the number of products sold and the 
amount of money received if he is asked for 
such a report. 

Summary 

The sales department, headed by the 
vice president of sales, is responsible for 
planning the ad^rtisement campaign and 
managing the sates program. Advertise- 
ment should begin as soon as the 
corporation is formed and should continue 
until all products are sold. Since the 
purpose of advertisement is to get the 
product to the attention of the public, all 
means available should be used. 

Advanced orders for products can be 
taken before the products are actually 
finished As products are completed, the 
sales program must ready to go into 
high gear. Set up a booth and start selling, 
!f a stump in sales begins to show up. that is 
a Signal to crank up the advertisement 
agam. 

Detailed records must t>e kept on all 
sales, money received, and the salesmen. 
The latter is particularly important if com- 
missions are to be paid and a sales award 
presented. 
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TERMINATION OF A CORPORATION 



It has been known from the beginning 
that your company would go out of 
busmess at the end of the school year or at 
the end of the time assigned for this 
endeavor by the teacher-advisor There 
are three reasons for this First, it will give 
your groups the experience of closing out 
a business, and secondly, it will allow 
those students who enroll tn the course 
next year to have the same experiences 
organizing and running a business as your 
class has had The third reason is to 
provide a means for your class to get back 
the money invested in the business, plus 
sharing m whatever profits may have been 
made Afler all your class did the work 
and therefore, should get the rewards 

Planning for Liquidation 

Even though the process of liquidating 
your student corporation is simple, plans 
should be made to insure that it goes 
smoothly This planning is necessary so 
that things are done on time and not left 
until the last minute Most of this planning 
wil! be done by the president, treasurer, 
vice president of production, and vice 
president of sales Here are some items 
that should be planned before liquidation: 

1 Ending production 

2 Setting deadline on sales 

3 Selling all corporation assets 

4 Bring company records up-to-date 
b Preparing annual report 

Ending production — Production 
must be scheduled to stop sometime prior 
to the time set for liquidation Just how 
soon to stop depends on several things. 



mostly, however, on how well and fast 
sales are going Remember that the sales 
force must have time to sell the products 
that are produced 

Production should be scheduled so as 
to use up as much materials and supplies 
as possible. Of course, all purchasing of 
materials and supplies should stop even 
before production comes to a halt 

Setting deadline on sales — A date 
should be set at which time all monies from 
sales, as well as any unsold products, must 
be given to the sales departmont On nut 
wait until the last minute to do this You 
may find that you have more unsold 
products than you thought, with no time 
left to do anything with them. If the 
deadline is set atx)ut a week prior to 
liquidation you will have time to plan a 
liquidation sale ' and. hopefully, sell th€»su 
few remaining products. You should cut 
pnce as much as needed to sell them At 
this point, any money r«;eived for these 
products, even if u is beiow cost, is better 
than ending the business with unsold 
products. This sale could last until the day 
tyefore liquidation. 

Selling all corporation assets — Part of 
the liquidatfon process involves convert- 
ing ail assets into cash. Assets are any- 
thing of value which the company owns 
Such assets would include any unused 
materials and supplies, small tools which 
may have been purchased, and unfinished 
or unsold products. Some members of the 
company might want to purchase sonw of 
these items The price set on these should 
be low enough to attract saiesf 
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Assets that cannot be sold should be 
disposed of, falf»er than just left in the 
laboratory. The board of directors might 
consider the following suggestions con- 
cerning the disposal of unsold nssots 

1 Finished products — These might 
be presented as gifts to people that have 
been helpful to the rompany. Such people 
may include the school secretary, princi- 
pal, or your teacher-advisor. 

2 Materials, supplies, and small 
tools - Such Items could be given to the 
teacher-advisnr. vvho could put them to 
good use with other student businesses m ^ 
the future 

Bringing company records iip-to- 
dat^ The treasurer and otfiors re- 
sponsible for record keeping sliould see 
that ail records are brought up-to-date. All 
outstanding bills should be paid Wages, 
salaries, and commissions should be 
figured and given to the treasurer so that 
he can prepare the payroll 

Having th^'St^ rrcfjrds up-to-fintf will 
bo a groat help when the ^mnual roport is 
pf oparnd 

Prepannq annual report The 
ffonsufOf IS ft>sponsibfe for Ihv prep- 
nfnuon of the annual report He may 
select a committee to assist with this 
undertaking A copy of the report is sent to 
all stockholders when the company is It* 
quidated 

This report should tell what the com- 
pany did throughout the length of its 
existence. It also contains a closing 
balance sheet, a statement of profit or loss, 
and a liquidation report exptainmg how the 
company's assets were distributed. Some 
of this information will not be known until 
just prior to actual liquidation: however, 
plans for its preparation, duplication, and 
distribution should begin early. 



Figuring Oividends 

The treasurer should figure the 
amount of dividends due each stock- 
holder just prior to the final board of direc- 
tor s meeting. Checks should also be 
prepared to hand out at this meeting 




At the final meeting the corporation is 
terminated. 



In figuring the amount due each stock- 
holder, the following formula should be 
used: 

Amount due each stockholder 

Total Worth x No. of shares owned 
No, of Shljres Sold 

As an example, suppose one member 
of the corporation owns thr^ shares of 
stock. The total number of shares sold was 
85 The corporation worth at time of li- 
quidation IS $92.65. How much should this 
individual receive? 

Amount due ^ $92.65 x 3 = $3.27 

The $3.27 due this individual repre- 
sents a profit of $.27 on a $3.00 investment 
for three shares of stock. This would be an 
earning of 9% during a period of less than 6 
months. For a comparison, if that 
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same S3 00 b^HMi put in a savings ac- 
count. It would bi? worth only S3 07 {a! 5^o 
compounded semi-annuafly) This 9^n, 
then, would feprest^nt a good earning on 
ff?Jt mvostnu-nt 

Liquidation Proceu 

At the fma! board of directors meeting 
the president will announce that the pur* 
pose of the meeting is to report the present 
financial condition of the corporation and 
to take action to terminate the business 
The treasurer then reads the fmanciat 




D«vjd**nd cfiHcks should be prepared pt luf 
|{) trit^ fTH'etfnq to dissolvr th^' 
corpofation 



Statement and explains what dividends are 
to^ be paid. The president then 
recommends that the corporation be dis- 
solved and calls for a vote of the board of 
directors Since it has been know that the 
company wilt dissolved, there would 
no votes against this recommendation. 
Each stockholder isgtven a copy of the an- 
nual report and his dividend check The 
business is now officially terminated 
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THE SERVICE INDUSTRY 



Many businesses do not manufacture 
a product instead, they provide a service 
of some type which is sold to the public or 
to other busmesses. Your student corpo- 
ration may decide to provide a service 
rather than manufacture a product. The 
board of directors must make this decision 
early in the life of the corporation. The 
decision should be made with the 
objectives of the course fully in mind. 
Would these objectives be met best by 
prcKlucing a prodjct or by providing a 
service? The answer to this question will 
indicate the direction your student corpo- 
ration should follow. Your teache^'-advisor 
can be most helpful in providing the 
information needed before a decision is 
reached. 

Service vs. Manufacture 

I here is no shortcut to success. 
Providing a service rather than 
manufacturing a product will not reduce 
the amount of work required or make it 
easier or shorter, tt will simply change the 
wording of some questions that must be 
answered and the nature of some 
problems that must be solved. What 
product to manufacture change to what 
service to provide. What price to charge 
for the product in order to make a profit 
changes to what price to charge for the 
service in order to make a profit. The 
problems of advertisement and sales 
remain the same t^ause the public must 
be made aware of the product or service, 
and both must be sold. Rememtjer, sales 
are your only source of income. In order to 



recover your capital outlay, plus make a 
profC something must be sold. 

Same Approach 

Regardless of which direction your 
student corporation takes, organization, 
planning, purchasing needed materials 
and supplies, determining the best nr>ethod 
for doing the job. training the work force, 
doing the actual job. advertisement, and 
sales are ail involved. If a service is to be 
provided, there would, of course, be no 
need to design a product and build m(^els 
or prototypes. This does not mean, 
however, that there would be no 
engineering work involved. The 
engineering personnel would devote their 
attention to studying the tasks involved in 
performing the service and designing tools 
and other apparatus to allow the task to be 
done more efficiently 

Your -approach to this endeavor 
should be the same regardless of the type 
of industry undertaken. That approach 
should be a combination of classroom 
study and laboratory activities. Through 
both, you and your classmates will learn 
about and become involved in industry and 
the free enterprise system under which it 
operates. 
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